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THE FOLLGARD GROUP INC. 


NOTICE OF ANNUAL MEETING OF SHAREHOLDERS 


TAKE NOTICE that the annual meeting of the Shareholders of THE FOLLGARD 
GROUP INC. (the "Corporation") will be held at the offices of McLeod & Company, 
Barristers and Solicitors, #800, 11012 Macleod Trail South, Calgary, Alberta, T2J 6A5, on 
May 18, 1995, at 10:00 a.m. (Calgary time) for the purposes of: 


(a) 


(€) 
(f) 


receiving and considering the unaudited financial statements of the 
Corporation for the period ended December 31, 1994; 


electing the directors for the ensuing year; 


appointing auditors for the ensuing year and authorizing the directors to fix 
their remuneration; and 


the acquisition of all issued and outstanding shares of Follgard CD Visions 
Inc. and D.G.S. Computers Inc. as the Corporation’s Major Transaction; 


approving the Corporation’s Stock Option Plan; and 


transacting such other business as may properly come before the said meeting 
or any adjournment thereof. 


DATED: March 31, 1995. 


By Order of the Board of Directors 


signed "John Follgard" 
JOHN FOLLGARD 


Chairman 


If you are unable to be present at the meeting, PLEASE SIGN AND RETURN THE 
ACCOMPANYING PROXY to the Montreal Trust Company of Canada, 411 - 8th Ave. 
S.W., Calgary, Alberta T2P 1E7 by noon (Calgary time) on the business day preceding the 
day of the Meeting or any adjournment thereof. 
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The Alberta Stock Exchange has not in any way passed upon the merits of the Major 
Transaction described in this Information Circular and any representation to the contrary 
is an offence. 


THE FOLLGARD GROUP INC. 


INFORMATION CIRCULAR 


FOR THE ANNUAL AND SPECIAL MEETING OF SHAREHOLDERS 
TO BE HELD ON MAY 18, 1995 


SOLICITATION OF PROXIES 


This Information Circular is provided in connection with the solicitation, by management 
of The Follgard Group Inc. (the "Corporation"), of proxies for the annual and special 
meeting of shareholders of the Corporation (the "Meeting") to be held on May 18, 1995, 
at the office of McLeod & Company, Barristers & Solicitors, #800, 11012 Macleod Trail 
South, Calgary, Alberta T2J 6A5, at 10:00 a.m. (Calgary time). 


The cost of such solicitation will be borne by the Corporation and will be made primarily 
by mail. Directors and officers of the Corporation may without special compensation 
solicit proxies by telephone, telegram or in person. 


APPOINTMENT AND REVOCATION OF PROXIES 


Shareholders have the right to appoint a nominee (who need not be a shareholder) to 
represent them at the meeting other than the persons designated in the enclosed form of 
proxy, and may do so by inserting the name of the appointed representative in the blank 
space provided in the form of proxy. 


A form of proxy will not be valid for the meeting or any adjournment thereof unless it is 
completed by the shareholder or by his attorney authorized in writing and delivered to 
the Montreal Trust Company of Canada, 411 - 8th Avenue, S.W. Calgary, Alberta T2P 
1E7, by noon (Calgary Time) on the business day preceding the day of the meeting or 
any adjournment thereof. 


In addition to revocation in any other manner permitted by law, a shareholder who has 
given a proxy may revoke it any time before it is exercised by instrument in writing, 
executed by the shareholder or by his attorney authorized in writing, and deposited 
either at the registered office of the Corporation at any time up to and including the last 
business day preceding the day of the meeting or any adjournment thereof at which the 


a, 


proxy is to be used, or with the chairman of such meeting on the day of the meeting or any 
adjournment of the meeting. 


VOTING OF PROXIES 


The persons named in the enclosed form of proxy are each an officer and/or a director of 
the Corporation, and have indicated their willingness to represent as proxy the shareholder 
who appoints them. Each shareholder may instruct his proxy how to vote his shares by 
marking the appropriate box(es) on the proxy form. 


The persons named in the accompanying proxy will vote or withhold from voting the shares 
in respect of which they are appointed in accordance with the direction of the shareholder 
appointing them. In the absence of such direction, the shares will be voted in favour of: 


1. The election of the persons proposed to be nominated as directors; 

2. The appointment of Ladell Perry, Chartered Accountants, as auditors of the 
Corporation; 

3. The acquisition of all issued and outstanding shares of Follgard CD Visions Inc. 
("CD Visions") and D.G.S. Computers Inc. ("D.G.S.") as the Corporation’s Major 
Transaction; . 


4. The Corporation’s Stock Option Plan. 


THE ENCLOSED FORM OF PROXY CONFERS DISCRETIONARY AUTHORITY UPON 
THE PERSONS NAMED THEREIN WITH RESPECT TO AMENDMENTS OR 
VARIATIONS TO MATTERS IDENTIFIED IN THE NOTICE OF MEETING AND TO 
OTHER MATTERS WHICH MAY PROPERLY COME BEFORE THE MEETING. At the 
time of printing of this Information Circular, the directors and senior officers of the 
Corporation know of no such amendment, variation or other matters to come before the 
meeting other than the matters referred to in the Notice of Meeting and the Information 
Circular. If any matters which are not now known to the directors and senior officers of the 
Corporation should properly come before the meeting, the persons named in the 
accompanying form of proxy will vote on such matters in accordance with their best 
judgment. 


VOTING SHARES AND PRINCIPAL SHAREHOLDERS 


The Corporation is authorized to issue an unlimited number of Common Shares and an 
unlimited number of preferred shares without nominal or par value. Since the date of 
incorporation the Corporation has issued 1,500,000 Common Shares pursuant to initial 
subscriptions and 1,750,000 Common Shares pursuant to a prospectus dated December 7, 
1994. The Corporation is currently involved in a private placement in which up to 812,500 


Common Shares will be issued at a price of $1.50 per share upon closing. The closing date 
for the private placement is set for May 31, 1995. As of the date of this Information Circular 
3,250,000 Common Shares without nominal or par value were issued and outstanding. 


Each Common Share entitles the holder to one vote on all matters to come before the 
meeting. No group of shareholders has the right to elect a specified number of directors 
nor are there cumulative or similar voting rights attached to the Common Shares of the 
Corporation. The directors of the Corporation have fixed March 31, 1995, as the record 
date for determination of the persons entitled to receive notice of the meeting. 


Shareholders of record as of the record date are entitled to vote their common shares except 
to the extent that they have transferred the ownership of any of their shares after the record 
date, and the transferees of those shares produce properly endorsed shares certificates or 
otherwise establish that they own the shares, and demand, not later than 10 days before the 
meeting, that their name be included in the shareholder list before the meeting, in which 
case the transferees are entitled to vote their shares at the meeting. 


To the knowledge of the management of the Corporation, as of the date of this Information 
Circular, no person or company beneficially owned, directly or indirectly, or exercised 
control or direction over, voting shares of the Corporation carrying more than ten percent 
of the voting rights attached to all shares of the Corporation, except as set out in the table 
below: 


John Follgard 750,000 23.07% 
Calgary, Alberta 

Dr. A. Gordon Kluzak 750,000 23.07% 
Millarville, Alberta 


Pursuant to Policy Statement 4.11 of the Alberta Securities Commission, all Common 
Shares held by promoters, officers, directors, other insiders and associates or affiliates of 
these persons or companies of the Corporation and of other related parties to the Major 
Transaction will not be voting shares for the purposes of approving the Major Transaction. 


LOAN AND CAPITAL STRUCTURE ”® 


Common Shares Unlimited 3,250,000 8,385,000 
= 000) ($1,527,000) 
First Preferred Unlimited 2,565,000 © 
= 000) 


(1) The Corporation’s debt for the period ended December 31, 1994 was $286,583. 

(2) The deficit of the Corporation for the period ended December 31, 1994 was $75,369. 

(3) Assumes the Corporation’s agent will not exercise any of its 50,000 stock options to purchase Common Shares. See "Stock Option 
Plan". 

(4) Assumes the completion of the proposed Major Transaction and the issuance of up to 5,135,000 Common Shares and 2,565,000 


First Preferred Shares to acquire all the issued and outstanding shares of Follgard CD Visions Inc. and D.G.S. Computers Inc. 
See "Major Transaction". 


(5) It is anticipated that an additional 812,500 Common Shares will be issued pursuant to a private placement which will close on 
or about May 31, 1995. 
(6) The First Preferred Shares to be issued will be non-voting and convertible to Common Shares. See "Major Transaction" 


MATERIAL CONTRACTS 
The Corporation has not entered into any material contracts since incorporation, except: 


i An Agency Agreement dated December 1, 1994, among the Corporation, Roger & 
Partners Securities Inc. and the Montreal Trust Company of Canada. 


Di An Escrow Agreement dated December 1, 1994, among the Corporation, Montreal 
Trust Company of Canada and Security Holders of the Corporation. 


3. Transfer Agency and Registrar Agreement dated October 1, 1994 between the 
Corporation and The Montreal Trust Company of Canada. 


4. Option Agreements dated September 13, 1994 between the Corporation and each of 
the directors of the Corporation. 


ay Consulting Agreement dated January 18, 1995 between the Corporation and Donald 
V. Halstead. 
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6. Option Agreement dated January 24, 1995 between the Corporation and Donald V. 
Halstead. 


fe Letter of Intent dated January 25, 1995 among the Corporation, John Follgard, Stan 
Grist, Peter Friedrich, Gerry Wong, Michel Clairo and Follgard CD Visions Inc. 


8. Letter of Intent dated January 25, 1995 among the Corporation, John Follgard, Jason 
Deyholos, Steven Deyholos, Troy Wood, A. Gordon Kluzak and D.G.S. Computers 
Inc. 


ey Share Purchase Agreement dated February 28, 1995 among the Corporation, John 
Follgard, Stan Grist, Peter Friedrich, Gerry Wong, Michel Clairo and Follgard CD 
Visions Inc. 


10. Share Purchase Agreement dated February 28, 1995 among the Corporation, John 
Follgard, Jason Deyholos, Steven Deyholos, Troy Wood, A. Gordon Kluzak and 
D.G.S. Computers Inc. 


Copies of these Agreements described above are available for review at the office of 
McLeod & Company, 800 - 11012 Macleod Trail S., Calgary, Alberta, during ordinary 
business hours up to and including the day of the meeting. 


TRADING RANGE OF THE COMMON SHARES 


The following table shows the particulars, to close of trading on March 31, 1995, of the 
trading of the Common Shares of the Corporation on The Alberta Stock Exchange since 
listing on February 2, 1995. 


Feb. 95 $1.80 $1.00 $1.70 751,735 $970,060 
$1.74 $1.50 $1.68 156,550 $262,529 


ELECTION OF DIRECTORS 


At the meeting it is proposed that Six (6) directors be elected to serve until the next annual 
general meeting or until their successors are elected or appointed in accordance with the 
Business Corporations Act (Alberta) and the By-laws of the Corporation. There are presently 
Six (6) directors of the Corporation. 
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The following table indicates the names of the nominees for directors, the date each such 
person first became a director (if applicable), the principal occupation of each such person 
and the number of Common Shares of the Corporation beneficially owned or controlled 
(directly or indirectly) by each such person. The information contained in this table as to 
the number of shares of the Corporation beneficially owned or controlled, directly or 
indirectly, is based upon information furnished to the Corporation by the respective 
nominees. The board of directors is required to appoint an Audit Committee, the proposed 
members of which are indicated in the table. 


John Follgard Chairman of Investco | 750,000 2,507,500 
Calgary, Alberta Holdings Inc. and Maximum | (23.07%) (30.00%) 
Endeavours Inc. since 1991. 
Director since Founder and Trainer of the Mr. Follgard will 
August, 1994 Career Development Seminars also beneficially 
since 1975. Founder, Officer, own or control 
Director and General 1,282,500 First 
Manager of Epicore Networks Preferred Shares 
Inc. from January 1991 to after the Major 
January 1994. Chairman of Transaction 
The Quality Group Inc. since 
June 1993. Chairman of 
Follgard Inc. and Follgard 
Cattle Company Inc. since 
January 1994. Chairman of 
Follgard CD Visions Inc. since 
April 1994. Officer and 
Director of D.G.S. Computer 
Inc. since 1994. 


Dr. A. Gordon 
Kluzak* 
Millarville, Alberta 


Director since 
August, 1994 


Rosemary Kumlin¥ 
Calgary, Alberta 


Director since 
August, 1994 


iB 


Pedodontist since 1956. | 750,000 


Owner of Kluzak Angus 
Ranch since 1990. Vice- 
President and Director of 
Epicore Networks Inc. from 
January 1, 1991 to August 1, 
1994 Director of Westwater 
Industries from April 1987 to 
July 1993. 


Controller and Secretary of 
The Quality Group Inc., 
Investco Holdings Inc., 
Maximum Endeavours Inc., 
D.G.S. Computers _Inc., 
Follgard CD Visions Inc. and 
Follgard Inc. since March 
1994. Treasurer and CFO for 
Epicore Networks Inc. from 
August, 1991 to March 1994. 
Controller of Canada Training 
Group Inc. from June, 1990 to 
July, 1991. Controller of 
General Fasteners Inc. from 
December, 1985 to June, 1990. 


1,290,000 
(15.39%) 


Mike Rogers 
Calgary, Alberta 


Director since 
August, 1994 


Jason Deyholos* 
Calgary, Alberta 


Director since 
August, 1994 
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General Sales Manager for 
Follgard Inc. since May, 1994. 
Vice President of New Sport 
Horizons since April, 1993. 
Sales Representative with 
Data Business Forms from 
December 1991 to June 1994. 
Sales Representative with 
McCrum’s Office Furnishings 


from April, 1990 to December 
1991. Sales Representative 
with Calgary Copier Ltd. from 
December, 1987 to April, 
1990. 


President (ote sD) GaSe 
Computers Inc. since 
November, 1990. President of 
Patron Data Systems Inc. from 
October 1988 to October 1990. 
Branch Manager of Patron 
Equipment Supply Ltd. from 
August 1985 to October 1988. 


5,000 
(0.15%) 


550,000 
(6.56%) 


Gerry Wong* President of Follgard CD |Ni 304,375 
Calgary, Alberta Visions Inc. from April, 1994. (3.63%) 


Supervisor with Alexander & 


Director since Alexander Reed Stenhouse Mr. Wong will 
August, 1994 Ltd. from May, 1984 to also beneficially 


November, 1993. own or control 
320,625 First 
Preferred Shares 
after the Major 
Transaction 


* Members of the proposed Audit Committee 


STATEMENT OF EXECUTIVE COMPENSATION 


1. 


Directors 


In the last completed financial year of the Corporation the directors of the 
Corporation were not paid cash compensation in their capacities as such. The 
directors are reimbursed for miscellaneous out-of-pocket expenses incurred in 
carrying out their duties as directors. 


Officers 


In the last completed financial year of the Corporation the officers of the 
Corporation were paid total aggregate cash compensation not exceeding $1,000 in 
their capacities as such. The aggregate value of all other compensation not described 
in this Information Circular paid or payable by the Corporation to executive officers 
of the Corporation was nil. 


Option Agreements 


The Corporation has a Stock Option Plan (see "Stock Option Plan") under which 
options to purchase Common Shares of the Corporation are granted to directors, 
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officers and key employees. As of the date of this Information Circular, the 
Corporation granted options to purchase 325,000 common shares as set out in the 
following table: 


John Follgard September 13, 1999 
A. Gordon Kluzak September 13, 1999 
Jason Deyholos September 13, 1999 


Donald V. Halstead | 25,000 $0.20 January 24, 2000 
32500 Eck ea ae 


All options granted to purchase Common Shares of the Corporation remain unexercised and 
outstanding. New option to purchase Common Shares of the Corporation may be granted 
to officers and directors of Follgard CD Visions Inc. and D.G.S. Computers Inc. upon 
completion of the Major Transaction. 


STOCK OPTION PLAN 


The Corporation has a Stock Option Plan (the "Plan") which was approved and adopted by 
the shareholders on September 13, 1994. Options granted pursuant to the Plan will not 
exceed a term of five years and are granted at an option price and on other terms which the 
directors determine is necessary to achieve the goal of the Plan and in accordance with 
regulatory policies. The option price may be at a discount to market price, which discount 
will not, in any event, exceed the following: 


$0.50 or less 


$0.51 to $1.00 


rane 


(1) As determined by The Alberta Stock Exchange. 


The number of Common Shares allocated to the Plan will be determined by the board of 
directors from time to time. The aggregate number of shares reserved for issuance under 
the Plan, other employee stock option plans, options for services, and employee stock 
purchase plans, may not exceed 10 percent of the issued and outstanding shares. In 
addition, the aggregate number of shares so reserved for issuance to any one person shall 
not exceed five percent of the issued and outstanding shares. 


The Common Shares, when fully paid for by a participant, are not included in the 
calculation of Common Shares allocated to or within the Plan. Should a participant cease 
to be eligible due to the loss of corporate office (being that of an officer or director) or 
employment, the option shall cease for varying periods not exceeding 90 days. Loss of 
eligibility for consultants is regulated by specific rules imposed by the directors when the 
option is granted to the appropriate consultant. The Plan also provides that estates of 
deceased participants can exercise their options for a period not exceeding 180 days 
following death. 


The board of directors may from time to time make rules, regulations and amendments to 
the Plan. Should any rule, regulation or amendment materially differ from the provisions 
set out in this Information Circular, the Corporation shall obtain the necessary regulatory 
or shareholder approvals. 


The shareholders will be asked to consider and approve the following resolution: 
IT IS RESOLVED THAT, subject to any regulatory approval, the Stock 


Option Plan in the form set out in Schedule "A" to the Information Circular 
of the Corporation be adopted and the same is hereby approved. 


APPOINTMENT OF AUDITORS 


The management of the Corporation proposes to nominate Ladell Perry, Chartered 
Accountants, as auditors for the Corporation at a remuneration to be fixed by the directors, 
to hold office until the close of the next Annual General Meeting of the Shareholders or 


ibe 


until they are removed from office by the Corporation or resign as provided by law. Ladell 
Perry, Chartered Accountants, have been the auditors for the Corporation since their 
original appointment on August 30, 1994. 


FINANCIAL STATEMENTS 


A copy of the Corporation’s unaudited financial statements for the three month period 
ended December 31, 1994 is attached to this Information Circular as Schedule "B". 


MAJOR TRANSACTION 


The shareholders of the Corporation are being asked to approve as the Corporation’s Major 
Transaction the acquisition of all issued and outstanding shares of Follgard CD Visions Inc. 
("CD Visions") and D.G.S. Computers Inc. (D.G.S.) and to authorize the issuance of up to 
5,135,000 Common Shares of the Corporation and 2,565,000 First Preferred Shares both at 
a price of $0.20 per share, which issuance comprises the acquisition price of $1,000,000 for 
CD Visions and $540,000 for D.G.S. The purchase price is based, in part, on management’s 
assessment of the Business Plans for each company, an Indication of Value for D.G.S., the 
unaudited projected financial statements of each company, all of which were prepared by 
The Tamarack Group Ltd., and the audited and unaudited financial statements of each 
company as prepared by Ladell Perry, Chartered Accountants. 


The acquisition of the shares of CD Visions will be completed in accordance with a Share 
Purchase Agreement dated February 28, 1995 among the Corporation, John Follgard, Stan 
Grist, Peter Friedrich, Gerry Wong, Michel Clairo and CD Visions, subject to shareholder 
and regulatory approvals. The acquisition of the shares of D.G.S. will be completed in 
accordance with a Share Purchase Agreement dated February 28, 1995 among the 
Corporation, John Follgard, Jason Deyholos, Steven Deyholos, Troy Wood, A. Gordon 
Kluzak and D.G.S., subject to shareholder and regulatory approvals. 


In compliance with section 3.4 of Alberta Securities Commission Policy 4.11 and paragraph 
4.2 of Alberta Stock Exchange Circular No. 7, 5,135,000 Common Shares of the Corporation 
and 2,565,000 First Preferred Shares to be issued to the shareholders of CD Visions and 
D.G:S. shall be deposited with Montreal Trust Company of Canada pursuant to time release 
and performance escrow agreements or a voluntary pooling agreement as follows. 


Of the 2,700,000 Common Shares of the Corporation to be issued to the shareholders of 
D.G.S., 1,620,000 Common Shares will be issued to Related Parties and will be subject to 
a time release escrow agreement in which one third of the Common Shares will be released 
each of the first, second and third anniversaries of the completion of the Major Transaction. 
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The balance of the Common Shares to be issued to shareholders of D.G.S. will be issued 
to non-Related Parties and will be subject to a voluntary pooling agreement in which the 
Common Shares will be released based on the same terms as the time release escrow 
agreement for Related Parties. See "Interest of Insiders in Material Transactions" 


Of the 2,435,000 Common Shares of the Corporation to be issued to the shareholders of CD 
Visions, 1,521,875 will be issued to Related Parties and subject to a time release escrow 
agreement as described above. The balance of the Common Shares to be issued to the 
shareholders of CD Visions will be issued to non-Related Parties and will be subject to a 
voluntary pooling agreement as described above. 


All of the 2,565,000 First Preferred Shares of the Corporation to be issued to the 
shareholders of CD Visions will be subject to a performance escrow agreement in which the 
First Preferred Shares will be releasable from escrow at one share for every $0.20 of after 
tax cash-flow earned by CD Visions. The First Preferred Shares issued will be non-voting 
and convertible to Common Shares upon their release from escrow. Until the First Preferred 
Shares are released from escrow they are not convertible to Common Shares without the 
written consent of The Alberta Stock Exchange. The First Preferred Shares do not trade on 
The Alberta Stock Exchange or any other exchange. 


DESCRIPTION OF BUSINESS AND OPERATIONS 
FOLLGARD CD VISIONS INC. 


CD Visions was incorporated under the Business Corporations Act (Alberta) on April 15, 
1994. CD Visions has its head office at 6110C - 1A Street S.W., Calgary, Alberta T2H 0G3, 
and its registered and records office at 800, 11012 McLeod Trail S. Calgary, Alberta T2J 
6AS5. 


The company was initiated by its President, Mr. Gerry Wong, who owns 12.5% of the issued 
and outstanding common shares. The remaining shareholder group is comprised of Messrs. 
John Follgard (50%), Stan Grist (12.5%), Peter Friedrich (12.5%) and Michel Clairo 
(12.5%). Messrs. Wong and Follgard are Related Parties (as defined by Alberta Securities 
Commission Policy 4.11). See "Interest of Insiders in Material Transactions". 


The Tamarack Group Ltd. has prepared a Business Plan for Follgard CD Visions as at 
February 1995. A complete copy of this Business Plan is available for review at 800, 11012 
Macleod Trail S., Calgary, Alberta during regular business hours. The following is a selected 
abridgement of the Business Plan. 
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Management 


Mr. Gerry Wong has been the President of CD Visions since its inception in April, 1994 and 
is responsible for the overall development and implementation of projects as well as the day 
to day operations of CD Visions. Mr. Wong is also a director or CD Visions and The 
Follgard Group Inc. See "Election of Directors" and "Interest of Insiders In Material 
Transactions". 


Mr. Stan Grist is the Vice President of Research for CD Visions. Mr. Grist has led 
exploration teams into the Brazilian Amazon jungle for a Utah based gold mining company, 
has been employed as a paramedic and a private investigator. Mr. Grist will be actively 
involved in directing, producing and promoting the Adventure Quest Series. See 
"Operations". 


Mr. Peter Friedrich is the Vice President of Marketing and Sales of CD Visions. He has 
been involved in high-tech sales in the medical field for over 30 years. Mr. Friedrich has also 
worked with laser disc technology and it was this experience that introduced him to CD- 
ROM technology. Mr. Friedrich will be responsible for researching and directing European 
marketing initiatives for the company’s CD-ROM titles. 


Mr. Michel Clairo is the Creative Director and Multimedia Designer for CD Visions. He 
has 15 years experience in graphic design and three years experience in multimedia CD- 
ROM design. After studying multimedia scripting language for two years, Mr. Clairo became 
an Apple Multimedia Developer beta testing Apple products as well as creating his own CD- 
ROM titles. Mr. Clairo has overall responsibility for the visual design and the subject matter 
of projects. 


Mr. Dewi Wood is the Video and Audio Specialist for CD Visions. He has 10 years 
experience in video and audio production. He has worked in the composition, performance, 
recording, production, theatre and film and instruction fields. Mr. Wood has responsibility 
for the video production from concept to final edit and locating and selecting music and 
talent through to digitizing and editing recorded material into computer files. 


Ms. Rosemary Kumlin is the Controller of CD Visions. She is a Certified Management 
Accountant and has ten years of accounting and financial experience. Ms. Kumlin will be 
responsible for all accounting and financial reporting functions of CD Visions. Ms. Kumlin 
is a director of The Follgard Group Inc. See "Election of Directors" and "Interest of Insiders 
In Material Transactions". 


In addition to Mr. Wong, Messrs. John Follgard and A. Gordon Kluzak are also directors 
of CD Visions. They are also directors of The Follgard Group Inc. See "Election of 
Directors" and "Interest of Insiders In Material Transactions". 
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Operations 


The company’s mission is to produce, publish and distribute a variety of affordable, quality 
CD-ROM titles that capitalize on the multimedia capabilities of the CD-ROM format 
combining entertainment value with educational utility. The company intends to develop 
platform independent programs that can be used in a variety of operating platforms 
including; MacIntosh and PC Windows environments. All of its operations are conducted 
out of its 1,500 square foot head office facility. 


The company develops and produces each CD-ROM title in-house with a team of 
individuals made up of a graphic artist, writer, content provider, multimedia programmer 
and an audio/video specialist. The company organizes its work flow using project time lines 
which identify each phase of a project and the particular person responsible for completing 
that phase. The staggering of project time lines permit the company to work on several new 
titles simultaneously. 


The company has now introduced its first multimedia CD-ROM product to the market, Lost 
Treasures of the World ("Lost Treasures"). The Lost Treasures disk is the first of the 
company’s "Adventure Quest Series" in the CD-ROM format. This title will be an on going 
series targeted to travellers, historians and mystery lovers. The Series has been developed 
around Stan Grist, a director of CD Visions, who narrates in multimedia form all of the 
adventures. Two additional CD-ROM titles are currently under development and it is 
anticipated these will be introduced to the market within the next four to six months. 


CD Visions has plans to develop five CD-ROM titles in 1995 with a minimum of three more 
titles scheduled for early 1996. The time to complete a CD-ROM title is approximately three 
months. Future CD-ROM titles include: The Interactive Herbal (based on Herbologist Dr. 
Terry Willard); /nstructional Golf, Mel Fisher, New Emerald Discovery from Atocha; Adventure 
Quest 2, Lost Cities and Ancient Mysteries; Fair Play (an educational title for preschool 
children); Mel Fisher and Ailantis, 53,000 Lost Treasurers, Adventure Quest 3. During the 
projection period ended January 31, 1996 CD Visions anticipates spending an additional 
$420,000 for staffing and capital equipment costs in order to produce the additional titles 
scheduled for 1995. 


Market Analysis 


The use of CD-ROM technology in a variety of applications is gaining rapid world wide 
acceptance. According to American market research firm, Inteco, on a world wide basis the 
percentage of personal computers with CD-ROM drives is projected to expand from 8% in 
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1993 to 28% in 1997. In United States alone, approximately 45% of personal computers are 
expected to have CD-ROM drives by 1997." 


The growth in commercial CD-ROM titles (those which are sold to the public) is anticipated 
to continue to be strong throughout the 1990s and is primarily driven by educational, 
reference, business, professional and entertainment applications. In house titles (those 
created for internal organizational use or to support another product or service) are 
expected to show growth particularly in the areas of reference and presentation.” 


The trend in CD-ROM title publishing and distribution continues to exhibit strong growth 
characteristics. A 1993 study by a United States marketing agency predicted that revenues 
for consumer titles will grow 149% to $1.53 billion in 1994.’ 


The home market is the segment which is primarily driving the growth in CD-ROM sales 
for multimedia titles. In December, 1994, 13.2 million households in the United States had 
a CD-ROM PC which represented an increase of over 300% in one year.’ Overall, industry 
studies indicate that the home market will have the most significant influence on CD-ROM 
sales which will in turn impact the sales of multimedia titles.” In 1993 revenues for 
"edutainment titles were $615 million. This figure was projected to grow to $1.5 billion in 
1994. 


Target Markets 


CD Visions’ market focus is to provide entertainment and educational CD-ROM titles to 
home computer users, libraries and educational institutions. The company believes that the 
home PC market offers the greatest potential as the majority of home computer users in 
Canada are represented by a consumer group having an above average level of disposable 
income. Educational institutions in both Canada and the United States will also provide a 
market for CD-ROM titles as curriculum coordinators become more aware of the usefulness 
and instructional power of CD-ROM technology. Finally, CD Visions anticipates that public 
libraries will increase their usage of CD-ROM technology, stocking titles and equipping their 
reference computers with CD-ROM drives. 


y Trends in CD-ROM and Multimedia Delivery, April 1994, Page 13 

2Optical Publishing Industry Assessment, Sixth Edition 1993, Infotech, March 1994 

3CD ROM Factbook, Digital Information Group, November 1993, pp. 24-25 

4Fairfield Research Inc., Home PC Trak, 4th Quarter 1994 

Trends in CD ROM and Multimedia Delivery, Sponsored by Apple Computers, Inc., p.25 


Spigital Information Group, 1993 


7. 


Marketing and Sales 


CD Visions has chosen to market their CD-ROM titles using a bottom up integrated 
approach. This is a process whereby new CD-ROM titles are first made available to 
distributors who are closest to the end users of these products. This will include retailers 
such as local computer stores, bookstores, videostores and mass merchants. The company 
will also gain its product acceptance through direct sales such as computer magazines, mail 
flyers, industry related magazines and mail order catalogues. 


After achieving product acceptance at the local level, the company will then approach 
secondary distributors such as ABCO, American Software and Hardware, Educorp. and 
JOSHA. The final step will include distribution through distributors such as Ingram Micro, 
Merisel and Compton’s New Media. 


Distribution 


Distribution of the CD-ROM titles will initially take place through two channels. The 
company will temporarily be responsible for distributing titles from its own warehouse. The 
company’s manufacturer will drop-ship to CD Visions during the interval before a primary 
or secondary distributor has been secured. The company’s manufacturer, Quebecor Printing 
("Quebecor"), acts as a distributor from its own facility. CD Visions will utilize the Internet 
to place orders and delivery instructions directly to the Quebecor facilities where all 
shipping, handling and credit payments will be arranged. The company anticipates that it will 
secure a primary or secondary distributor within the next six to nine months. 


Competitive Strengths 


CD Visions has put together a team of multi media product developers with strong technical 
and creative backgrounds and utilizes state of the art computer hardware and software in 
the development of each CD-ROM. 


All CD-ROM titles produced by CD Visions are dual platform compatible allowing users 
to play their CD-ROM discs on either MacIntosh or PC operating systems. Furthermore, 
the company has developed a user friendly inter-face that allows CD-ROM users to easily 
load and operate each CD-ROM title. 


CD Visions has on staff, Stan Grist, a well known explorer and adventurer who will lead and 
narrate the Adventure Quest Series. This in-house content provider will allow the company 
to rapidly expand and develop previously unexplored topics related to the Adventure Quest 
Series. 
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CD Visions has invested a significant amount in non recurring product development costs 
and spent six months developing the technology that it can now utilize in future title 
releases. New competitors would be expected to invest an equal amount of time and money 
prior to releasing CD-ROM titles. 


Risk Factors 


The development of CD-ROM titles is increasingly being pursued by large well established 
North American software companies which will likely result in declining product margins. 


CD Visions is dependent on a small number of key technical and creative persons. Further, 
the company relies on one person as the sole content provider for the Adventure Quest 
Series and that person is responsible for content of future releases in this series. 


The company has been operating for a period of nine months primarily encompassing 
product development. The future success of the company will depend on the ability of CD 
Visions to market its new products and access marketing distribution channels. 


The company is not well known in the software development industry. Until the company 
has proven product acceptance with end users, the ability to access primary distributors of 
CD-ROM titles will initially be difficult. 


The company is subject to foreign exchange risk as its products will be made available in 
American and European markets. Furthermore, the Company’s CD-ROM disks are 
manufactured in the United States resulting in fluctuating unit costs. 


CD Visions is a multimedia publishing company and is distinguished from traditional CD- 
ROM publishing company in that multimedia is more labour intensive and requires two to 
five times the number of contributors and technical support than code-level development. 
Consequently, the number of contributors who need support tools and information for a 
single project is substantially greater, requiring more than one point of contact with relevant 
developer enterprises. Furthermore, Multimedia developers will produce several different 
titles encompassing various themes that target a number of different market users, while 
code-level developers often target single user groups. This requires larger financial and 
technical resources. Finally, because multimedia products are brought to the market more 
rapidly, multimedia developers require timely support systems and performance tools. There 
is a substantial opportunity cost associated with delays. 
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Financial Plans 


Follgard CD Visions Inc. 
Projected Sources and Uses of Funds 
For the year ending January 31 


on flow from operation 1,226,553 2,044, a 3,404, ee 
Advances from affiliated companies 273,000 
es RAGE ine ey RRA ih no er 499,553 2,044,904 3,404,496 


Repayment of note payable 100,000 

Repayment of advances to affiliated companies 603,000 ; ; 
Repayment of advances from shareholder 41,950 0 0 
CD development costs 300,000 500,000 800,000 
Purchaser of capital assets 120,000 250,000 500,000 


| 334,603 1,294,904 2,104,496 


Value 


No formal valuation was performed on CD Visions for the purpose of the Corporation’s 
proposed Major Transaction. The value was arrived at by management, in part, by their 
assessment of the development costs to start up the company and the future earning 
potential of the company. Management’s assessment of the development costs is based on 
the unaudited financial statements for the stub period ended January 31, 1995 as prepared 
by Ladell Perry, Chartered Accountants. Management’s assessment of the future earning 
potential is based in part on the business plan of the company as prepared by The Tamarack 
Group Ltd. 


Financial Statements 


Copies of the audited financial statements and auditors’ report for the period ended 
September 30, 1994, the unaudited financial statements and review engagement report for 
the stub period ended January 31, 1995 and the unaudited projected financial statements 
for the periods January 31, 1996 through January 31, 1998 and review engagement report 
for CD Visions are attached as Schedules "C", "D" and "E" respectively, and are incorporated 
by reference and form part of this Information Circular. 
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D.G.S. COMPUTERS INC. 


D.G.S. Computers Inc. ("D.G.S.") was incorporated under the Business Corporations Act 
(Alberta) in March 4, 1988. D.G:S. has its head office at 6120 - 1A Street S.W., Calgary, 
Alberta, and its registered and records office at 800, 11012 Macleod Trail S., Calgary, 
Alberta. 


The company was co-founded by Mr. Steven Deyholos, who is a director and owns 20% of 
the company. Mr. Deyholos was later joined by Mr. Jason Deyholos, who is the President 
and director and owns 20% of the company, and Mr. Troy Wood, who is a director and 
owns 20% of the company. The remaining shareholders are Messrs. John Follgard and A. 
Gordon Kluzak, who are both directors and each own 20% of the company. Messrs. Jason 
Deyholos, Kluzak and Follgard are Related Parties (as defined by Alberta Securities 
Commission Policy 4.11). See "Interest of Insiders in Material Transactions". 


The Tamarack Group Ltd. has prepared a Business Plan for D.G.S. as at February 1995. A 
complete copy of this Business Plan is available for review at 800, 11012 Macleod Trail S., 
Calgary, Alberta during regular business hours. The following is a selected abridgement of 
the Business Plan. 


Management 


Mr. Jason Deyholos has been the President of D.G.S. since 1990. Mr. Deyholos has nine 
years of experience in computer sales and software development. As President, he is 
responsible for the day to day operations of the Company with a specific focus on 
marketing, cashflow management, staffing, product line decisions and distributor relations. 
Mr. Deyholos is also a director of D.G.S. and The Follgard Group. See "Election of 
Directors" and "Interest of Insiders In Material Transactions’. 


Mr. Steven Deyholos has been the Vice President of Software Development since 1990. He 
is responsible for managing the Programming Staff and overseeing the computer software 
development projects. Mr. Deyholos is also a director of D.G:S. 


Mr. Troy Wood is the Vice President of Product Development. He is responsible for 
managing the customer service and warranty service area. 


Ms. Rosemary Kumlin is the Controller of D.G.S. She is a Certified Management 
Accountant and has ten years of accounting and financial experience. Ms. Kumlin will be 
responsible for all accounting and financial reporting functions of D.G.S. Ms. Kumlin is a 
director of The Follgard Group Inc. See "Election of Directors" and "Interest of Insiders In 
Material Transactions". 


OE 


In addition to Messrs. Deyholos and Wood, Mr. John Follgard and Dr. A. Gordon Kluzak 
are also directors of D.G.S. Jason Deyholos, John Follgard and A. Gordon Kluzak are also 
directors of The Follgard Group Inc. See "Election of Directors" and "Interest of Insiders 
In Material Transactions". 


Operations 


Since its inception, the company has developed and provided Point-of-Sale ("POS") software 
to large retail consumer electronic chains. In 1991, it began retail sales of computer 
hardware and software. D.G.S. also set up a repair and warranty service centre as a 
component of its retail sales operation. In 1994, the company began offering computer 
training and education to its product and service line. All of its operations are conducted 
out of its 7,200 square foot head office facility. 


The company’s retail and commercial sales operations are open form 8:00 am to 6:00 pm 
Monday to Wednesday, 8:00 am to 9:00 pm Thursday and Friday and 10:00 am to 5:00 pm 
on Saturday. D.G.S. also supports its custom software and POS software services via modem 
and hard media such as floppy disks so that clients can receive updates and system 
enhancements with out physical attendance. 


D.GS. carries a broad range of computer hardware and software products which are secured 
from a variety of suppliers. This intensive supplier network avoids the reliance on any one 
organization. 


The company employs an internal sales force in its retail and corporate area recognizing that 
each target market has separate needs and requirements. The sales team has adopted a 
consultative rather than hard sell approach to selling computer products and technology. 
D.G.S. also offers a business hours help desk support line to its customers. 


Products and Services 


D.G.S. has divided its operation into three functional areas. Each is described below. 


Computer Software Development and Sales 


The company’s POS software is marketed as D.G.S. Pinnacle Advanced POS Software 
("Pinnacle"). Pinnacle is a fully computerized retail system which integrates sales, purchasing, 
accounting, inventory control and customer mailing lists. The package has been designed as 
a turnkey system which is operational upon installation. Pinnacle was designed for multiple 
users and can be configured to accommodate hundreds of separate work stations. Pinnacle 
is modular by design so that retailers who may not need the entire system can add modules 
as required. The company has recently acquired the development language, U-Basic, used 


>. 


to write the Pinnacle system, from the American owner of the technology. This acquisition 
has allowed the company to further protect the Pinnacle system. 


The Pinnacle system updates a number of records each time a transaction is entered. When 
a sale is keyed in at the retail sales counter, the system produces a customer invoice, updates 
inventory records, calculates sales commissions and updates accounts receivable and sales 
analysis records. Periodically, the system transfers relevant data to the general ledger to 
update the retailer accounting records. 


The Pinnacle system operates on two different levels; level one for sales staff and level two 
for administration and management. Level one allows sales staff to enquire into inventory 
records, customer files, sales figures, key sales and receive cash payment on accounts. Level 
two allows management to enquire into customer information, alter inventory master records 
and access invoice and hourly sales parameter programs. 


D.G.S. has been placing Pinnacle in electronic retail stores since 1988. Significant clients 
who use the Pinnacle system include 18 outlets in the Visions Electronics chain, 40 outlets 
in the Warehouse Direct chain, 30 outlets in the Future Shop chain and 82 outlets with Sony 
Canada. Other non-electronic consumer clients include a hot food manufacturer, a beef 
marketing company and other small installations. The company is currently negotiating with 
a number of large retail operations including a gaming franchise with 50 outlets and a 
furniture distributor with locations across the country. 


In addition to Pinnacle, D.G.S. has completed a number of other custom software 
development projects. They have been involved in database development using the FoxPro 
database package, providing management programs for a multi-level marketing company, 
and a matching services program to a property marketing company. Another product they 
have developed is a hand held barcode reader application for a regional grocery chain. They 
have also developed a computer based solution for the management of real estate legal 
transactions. 


The company anticipates spending approximately $200,000 over the next 12 months to 
develop a new version of Pinnacle which will be operated within the Windows environment. 


Computer Product Sales 


D.G.S. sells commercial computer hardware and software products through two distinct 
distribution channels. The company solicits business, education and other nonretail clients 
in addition to sales from its retail location. 


Oke 


Initially the company sold primarily IBM compatible products, but have now added Apple 
Computers to their product line. Although the company provides a wide product line of 
computer hardware and software products, the primary focus is on computer hardware sales. 
D.G.S. is a full service retailer that provides training programs, an in-house service 
department and a team of computer programmers. The company is authorized to repair 
most of the products they sell. 


Computer Training 


D.G.S. has established a fully equipped training center with a capacity for ten students per 
session. The center contains ten PC training stations, five Power MacIntosh training stations 
and an instructional network with a large screen presentation system. They provide training 
through contracts with eight to ten independent technical instructors offering a range of 
computer courses for both PC and MacIntosh users. 


Market Analysis and Marketing 


The Television Bureau of Canada ("TBC") reported, according to Evans Research Corp. 
(Toronto) sales of personal computers to the home and home office market segments 
increased by 23% in 1993. TBC hypothesizes that the trends of low prices, ease of use and 
technical support are positively influencing consumers. The widespread usage of PCs in the 
workplace has introduced many Canadians to computers and TBC estimates that by the year 
2000, 55% of Canadian homes will own a personal computer.’ 


Mass merchants accounted for 9% of desktop computer sales in 1994 and are predicted to 
increase to a 16% market share in 1995.° The structure of traditional computer retailing is 
changing quickly in Canada with the emergence of mass merchants, which include 
superstores, department stores, big retailers and office equipment warehouses. According 
to Canadian Computer Preference Study, the mass merchant channel has not nearly reached 
its peak.” 


D.G.S.’s primary target for computer products include the home market, Calgary based 
businesses and educational institutions but must compete with the mass merchants for 
market share. In response, D.G.S. has adopted a competitive pricing structure whereby they 
attempt to generate a minimum of 13% gross margins on computer hardware and 15% on 
software. To maintain the pricing structure, D.G.S. attempts to carry different brand names 
from the large competitors so it does not have to go head to head on pricing. The company 


"The Television Bureau of Canada; Resources; file #12 Infopak Winter 1994; Page 1 
8Canadian Computer Reseller, Battling Goliath; December 21, 1994; Page 37 


Canadian Computer Reseller, Canadian Corporate Reference Study 
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also employs knowledgable staff, provides in-house repair and warranty services and offers 
training programs. Management has adopted this full service approach to effectively compete 
in the marketplace. 


Under the overall direction of Jason Deyholos, D.G:S. divides its marketing activities along 
retail and commercial lines. The company uses a number of communication and marketing 
strategies, which include; open houses, newspaper and radio advertizing, direct sales, direct 
mail, seminars, walk-in traffic, word of mouth and specific identification of companies whose 
structure lends itself to the Pinnacle system. 


Competitive Strengths 


D.G.S. has assembled a management team with a range of complimentary skills covering all 
aspects of their operation. The street location of D.G.S. is easily accessed by car and Light 
Rail Transit and should generate a significant amount of market exposure and walk in traffic 
flow. 


D.G.S. has been in business since 1988 and this history provides them with a name and 
brand recognition and the marketing benefits of a large installation base. Furthermore, the 
company has developed a reputation within the consumer retail electronics industry for 
quality a POS software product and are in a position to capitalize on this reputation. 


D.G.S. has adopted a full service approach to computer product and service retailing. They 
have attempted to position themselves as a one-stop source of computer solutions, from 
product to training to repair and warranty services and customer programming. They also 
employ consultants to provide specialized training programs and offer a help desk to key 
commercial clients. 


D.G:S. is a relatively small operation and management asserts that they can adapt quickly 
to changing market conditions. As a result of having developed the POS software and now 
also owning the "U-BASIC" development software, they can alter and adapt the software to 
meet specific client applications. 


Risk Factors 


As discussed above, D.G.S. must compete with large mass merchants who are well financed 
and better equipped to withstand cyclical market fluctuations. 


D.G.S. is dependent upon a small number of key management personnel and the company’s 
future will depend, in part, upon their skills and abilities. The loss of the services of any of 
these key personnel could adversely affect the company. 


5. 


The company has had a history of operating losses and marginal profitability. The future 
success of the company will depend on its ability to further develop its operations. 


The custom software products developed by D.G.S. have been primarily targeted to retail 
consumer electronic chains. To effectively compete in this industry, the company is 
attempting to adapt the software to other retail applications. While they have had some 
moderate success and they have generated some interest, their future success may be 
partially dependent on their ability to enter other market areas. 


D.G.S. has been named as a defendant in a lawsuit. The claim alleges that the company 
owes management fees to its previous controlling shareholder. The company has filed a 
defence and counterclaim in response to the lawsuit. Management is of the opinion that the 
claims are without merit and intend to fully defend the action. Should the company not be 
successful in defending the action, the damages would have a significant impact on the 
capital position of D.G.S. 


Indication of Value 


In addition to preparing the Business Plan for D.G.S., The Tamarack Group Ltd., at the 
request of The Follgard Group Inc., has also provided an indication of the fair market value 
of D.G.S. This should not be construed as a formal valuation opinion, and it must be clearly 
understood that the Indication of Value does not constitute The Tamarack Group Ltd.’s 
opinion with respect to the fair market value of the common shares of D.G.S. In order to 
render an opinion on value, additional procedures would need to have been performed. 


In reaching an estimate of value of D.G.S., The Tamarack Group Ltd. performed the 
following; reviewed the unaudited financial statements of D.G.S. for the years ended June 
30, 1993 and 1994, the audited financial statements for the three month period ended 
September 30, 1994 and the unaudited internal financial statements for the four month 
period ended January 31, 1995; reviewed the unaudited projected financial statements of 
D.G.S. for a three year period ended January 31, 1998; reviewed industry information as 
provided by management of D.G.S.; reviewed D.G.S’ business plan as prepared by 
management and The Tamarack Group Ltd.; toured the premises of D.G.S. and obtained 
a letter of representation from Mr. Jason Deyholos, President, confirming certain 
representations including the general representation that he had no knowledge of any facts 
or material information not noted in The Tamarack Group Ltd.’s Indication of Value 
memorandum. However, it should be clearly understood that while The Tamarack Group 
Ltd. relied on the this information in arriving at an estimate of value, they did not audit this 
information and do not express an opinion on the accuracy and reliability of the information 
provided. 
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For the purposes of the Indication of Value, fair market value is defined as "the highest 
price available in an open and unrestricted market between informed and prudent parties, 
acting at arm’s length and under no compulsion to act, expressed in terms of money". The 
estimate of fair market value provided for these shares will be for the "en bloc" value of 
D.G.S. viewed as a whole. 


In arriving at an estimated range of values for the common shares of D.G.S., The Tamarack 
Group Ltd. has reviewed and relied on certain projected financial statements as prepared 
by the management of D.G.S. The ability of D.G.S. to generate the earnings contemplated 
in these financial projections is dependant upon managements’ assumptions and on the 
ability of the company to successfully reach the level of activity indicated therein. 


The Indication of Value was based on a going concern approach as opposed to an asset 
based approach. This method was chosen as the company does have a history of operations 
in this industry, a market for these products and services does exist, and the company has 
several significant clients. This supports the view that the company is a going concern. 


In arriving at the estimated values for D.G.S., The Tamarack Group Ltd. used the 
capitalization of maintainable after tax earnings approach. In completing the calculations 
they reviewed the historical and projected earnings from operations from 1993 to 1998. 
Adjustments were made to normalize the earnings for each period. Factors such as the 
company’s developmental stage, projected earnings growth rate, future earnings capacity and 
professional judgment were considered in estimating the maintainable after tax earnings. 


There were no redundant assets added to the capitalization earnings amount. Redundant 
assets are sometimes defined as assets not necessary to the ongoing operations of a business 
entity. 


To provide an indication of fair market value, the selection of an appropriate capitalization 
rate was limited to a general review of the historic and financial projected statements, and 
overview of the development of this company and a review of the industry in which it 
operates. 


The estimated maintainable after tax earnings as at January 31, 1995 are approximately 
$115,000 which, when capitalized at multiples of 2.86 to 4.00 times suggest a range of 
approximate value of between $330,000 and $460,000. When a tax shield on carryforward 
losses of $68,000 is added to these ranges, a value of approximately $465,000 is determined. 
This represents an estimate of the en bloc value at January 31, 1995 of 100% of the issued 
and outstanding shares of D.G.S. Computers Inc. Based on capitalized maintainable earnings 
as at January 31, 1995 the range in value for D.G'S. is from $369,412 to $527,840. The 
highest corporate tax rate in valuing D.G.S. was used. This was done in contemplation of 
D.G.S. becoming a wholly owned subsidiary of a publicly listed corporation. 


Seah 


Tangible asset backing has been calculated at approximately $445,000. The majority of this 
value can be attributed to the out-of-pocket costs incurred to January 31, 1995 to develop 
the point of sale software. These costs have been estimated by management to be $390,000. 
This suggests that the estimates of value calculated above are reasonable. As the company 
has already sold several versions of the software, a premium over tangible asset backing is 
reasonable. 


The valuation estimate does not consider the contingent liability that may result from the 
current litigation. The outcome at the valuation date could not be determined and, 
therefore, was not factored into the valuation estimate. Any liability arising from this 
litigation would have a direct impact on the tangible asset backing and the estimate of value. 


D.G.S. Computers Inc. 
Projected Sources and Uses of Funds 
For the Year Ending January 31 


Cash flow from operation 204,425 134,032 320,250 


Repayment of note payable 45,000 45,000 45,000 


Software development costs 126,000 140,000 190,000 
Purchaser of capital assets 10,000 20,000 50,000 


23,425 (70,968) 35,250 


Financial Statements 


Copies of the audited financial statements and auditors’ report for the period ended 
September 30, 1994, the unaudited financial statements and review engagement report for 
the period ended January 31, 1995 and the unaudited projected financial statements for the 
periods January 31, 1996 through January 31, 1998 and review engagement report for D.G:S. 
are attached as Schedules "E", "F" and "G" respectively, and are incorporated by reference 
and form part of this Information Circular. 
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INTEREST OF INSIDERS IN MATERIAL TRANSACTIONS 


Mr. John Follgard, the Chairman and director of the Corporation, is the Chairman of 
Follgard CD Visions Inc. and owns a 50% interest in this company. Mr. Follgard is also an 
officer and director of DGS Computers Inc. and owns a 20% interest in this company. 


Dr. A. Gordon Kluzak, the President and director of the Corporation, is an officer and 
Director of Follgard CD Visions Inc. but has no shareholdings in this company. Dr. Kluzak 
is also an officer and director of DGS Computers Inc. and owns a 20% interest in this 
company. 


Mr. Jason Deyholos, a director of the Corporation, is also the President and a director of 
DGS Computers Inc. and owns a 20% interest in this company. 


Mr. Gerry Wong, a director of the Corporation, is also President and a director of Follgard 
CD Visions Inc. and owns a 12.5% interest in this company. 


ALBERTA SECURITIES COMMISSION POLICY 4.11 


Pursuant to Policy 4.11 of the Alberta Securities Commission (the "Policy"), certain 
transactions of the Corporation may be designated as constituting Major Transactions. It 
is the intent of the Corporation that the transaction described in this Information Circular 
shall be the Major Transaction of the Corporation. Shareholders shall be provided the right 
to approve the Major Transaction on the basis of the application of the "majority of the 
minority" test, and the proposed resolution respecting the Major Transaction must be passed 
by a least 50 percent-plus-one vote of the votes cast by shareholders who vote at the 
Meeting, other than related parties to the Corporation and related parties to the other 
parties to the Major Transaction. Related parties include promoters, officers, directors, 
other insiders and associates or affiliates of these persons or companies. 


PROPOSED RESOLUTION 


The shareholders will be asked to consider and, if thought fit, approve the following 
resolution: 


IT IS RESOLVED THAT: 
The acquisition of all issued and outstanding shares of Follgard CD Visions 


Inc. ("CD Visions") in exchange for the issuance of up to 2,435,000 Common 
Shares of the Corporation and 2,565,000 First Preferred Shares of the 


9: 


Corporation, pursuant to the terms and conditions of a Share Purchase 
Agreement dated February 28, 1995 among the Corporation, John Follgard, 
Stan Grist, Peter Friedrich, Gerry Wong, Michel Clairo; and the acquisition 
of all issued and outstanding shares of D.G.S. Computers Inc. ("D.G.S.") in 
exchange for the issuance of up to 2,700,000 Common Shares of the 
Corporation, pursuant to the terms and conditions of a Share Purchase 
Agreement dated February 28, 1995 among the Corporation, John Follgard, 
Jason Deyholos, Steven Deyholos, Troy Wood, A. Gordon Kluzak and D.GSS., 
are together approved as the Corporation’s Major Transaction (as such term 
is defined in Alberta Securities Commission Policy 4.11); and, subject to any 
necessary regulatory approval, the Corporation set aside and reserve for 
issuance a maximum of 5,135,000 Common Shares and 2,565,000 First 
Preferred Shares to be issued to all of the shareholders of CD Visions and 
D.G.S. as consideration for all of the issued and outstanding shares of CD 
Visions and D.G:S. 


OTHER BUSINESS 


Management is not aware of any other matters to come before the Meeting other than those 
set out in the Notice of Meeting. If other matters come before the Meeting it is the 
intention of the individuals named in the form of proxy to vote the same in accordance with 
their best judgment in such matters. 


CERTIFICATE OF CONSENT FOR FOLLGARD CD VISIONS INC. 


The content of this Information Circular and Proxy Statement, and the sending thereof, have 
been read and approved by the Board of Directors of Follgard CD Visions Inc. To the best 
of our knowledge and belief the disclosure in this Information Circular regarding Follgard 
CD Visions Inc. contains no misrepresentations. 


DATED: March 31, 1995 


signed "Stan Grist" signed "Peter Friedrich" 
Stan Grist Peter Friedrich 


Director Director 
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CERTIFICATE OF CONSENT FOR D.G.S COMPUTERS INC. 


The content of this Information Circular and Proxy Statement, and the sending thereof, have 
been read and approved by the Board of Directors of D.G.S. Computers Inc. To the best 
of our knowledge and belief the disclosure in this Information Circular regarding D.G:S. 
Computers Inc. contains no misrepresentations. 


DATED: March 31, 1995 


signed "Steven Deyholos" signed "Troy Wood" 
Steven Deyholos Troy Wood 
Director Director 


APPROVAL AND CERTIFICATION 


The contents of this Information Circular, Proxy Statement, and the sending thereof have 
been approved by the board of directors of the Corporation. 


This Information Circular constitutes full, true, and plain disclosure of all material facts 
relevant to the particular matters to be voted on by the shareholders. 


The foregoing contains no untrue statement of a material fact and does not omit to state 
a material fact that is required to be stated or that is necessary to make a statement not 


misleading in light of the circumstances in which it is made. 


DATED: March 31, 1995 


signed "John Follgard" signed "Rosemary Kumlin" 
John Follgard Rosemary Kumlin 
Chairman and Chief Executive Officer Chief Financial Officer 


ON BEHALF OF THE BOARD OF DIRECTORS 


signed "A. Gordon Kluzak" signed "Jason Deyholos" 
A. Gordon Kluzak Jason Deyholos 


Director Director 


SCHEDULE "A" 


THE FOLLGARD GROUP INC. 


STOCK OPTION PLAN (the "Plan") 


ie Purpose of the Plan 


The purpose of the Plan is to assist THE FOLLGARD GROUP INC. (the 
"Corporation") in attracting, retaining and motivating directors, key officers, employees and 
consultants of the Corporation and of its subsidiaries and to closely align the personal 
interests of such directors, officers, employees and consultants with those of the shareholders 
by providing them with the opportunity, through options, to acquire Common Shares in the 


capital of the Corporation. 


2 Implementation 


The grant and exercise of any options under the Plan are subject to compliance with 
the applicable requirements of each stock exchange on which the shares of the Corporation 
are or become listed and of any governmental authority or regulatory body to which the 


Corporation is subject. 
Sh Administration 


The Plan shall be administered by the board of directors of the Corporation which 
shall, without limitation, have full and final authority in its discretion, but subject to the 
express provisions of the Plan, to interpret the Plan, to prescribe, amend and rescind rules 
and regulations relating to it and to make all other determinations deemed necessary or 
advisable for the administration of the Plan. The board of directors may delegate any or all 


of its authority with respect to the administration of the Plan and any or all of the rights, 


Be) a 


powers and discretions with respect to the Plan granted to it under this Plan to the 
Executive Committee or such other committee of directors of the Corporation as the board 
of directors may designate. Upon any such delegation the Executive Committee or other 
committee of directors, as the case may be, as well as the board of directors, shall be 
entitled to exercise any or all of such authority, rights, powers and discretions with respect 
to the Plan. When used in the context of this Plan "board of directors" shall be deemed to 
include the Executive Committee or other committee of directors acting on behalf of the 


board of directors. 
4. Number of Shares Under Plan 


A maximum number of Common Shares equal to ten percent (10%) of the issued 
and outstanding Common Shares of the Corporation, from time to time, (the "Optioned 
Shares") shall be reserved, set aside and made available for issue under and in accordance 
with the Plan provided that in no event shall options be granted entitling any single 
individual to purchase in excess of five percent (5%) of the then outstanding shares in the 
Corporation. If option rights granted to an individual under the Plan shall expire or 
terminate for any reason without having been exercised in respect of certain Optioned 
Shares, such Optioned Shares may be made available for other options to be granted under 


the Plan. 


a Eligibility 


Options may be granted under the Plan to any person who is a full-time or part-time 
director, key officer, full-time or part-time employee or full-time or part-time consultant of 
the Corporation, or of its subsidiaries, as the board of directors may from time to time 
designate as a participant (a "Participant") under the Plan. The majority of the persons 
eligible for participation in the Plan may be directors or officers of the Corporation. Subject 


to the provisions of this Plan, the total number of Optioned Shares to be made available 


under the Plan and to each Participant, the time or times and price or prices at which 
options shall be granted, the time or times at which such options are exercisable, and any 
conditions or restrictions on the exercise of options, shall be in the full and final discretion 


of the board of directors. 
6. Terms and Conditions 
(a) Exercise Price 


The exercise price to each Participant for each Optioned Share shall be as 
determined by the board of directors, but shall in no event be less than the market price of 
the Common Shares of the Corporation on the Alberta Stock Exchange or such other more 
senior exchange on which the Common Shares are listed at the time of the grant of the 
option less the maximum discount permitted under the regulations of The Alberta Stock 
Exchange or such other more senior exchange on which the Common Shares are listed or 
such other price as may be agreed to by the Corporation and approved by The Alberta 
Stock Exchange or such other more senior exchange on which the Common Shares are 


listed. 


(b) Option Agreement 


All options shall be granted under the Plan by means of an agreement between the 
Corporation and each Participant (the "Option Agreement") in the form as may be approved 
by the board of directors, such approval to be conclusively evidenced by the execution of the 


Option Agreement by any two (2) directors or officers of the Corporation. 


(c) Length of Grant 


All options granted under the Plan shall expire not later than the fifth anniversary 


of the date such Options were granted. 
(d)  Non-Assignability of Options 


An option granted under the Plan shall not be transferable or assignable (whether 
absolutely or by way of mortgage, pledge or other charge) by a Participant other than by will 
or other testamentary instrument or the laws of succession and may be exercisable during 


the lifetime of the Participant and only by the Participant. 
(e) Right to Postpone Exercise 


Each Participant, upon becoming entitled to exercise the option in respect of any 
Optioned Shares in accordance with the Option Agreement, shall be entitled to exercise the 
option to purchase such Optioned Shares at any time prior to the expiration or other 


termination of the Option Agreement. 
(f) | Exercise and Payment 


Any option granted under the Plan may be exercised by a Participant or the legal 
representative of a Participant giving notice to the Corporation specifying the number of 
shares in respect of which such option is being exercised, accompanied by payment (by cash 
or certified cheque payable to the Corporation) of the entire exercise price (determined in 
accordance with the Option Agreement) for the number of shares specified in the notice. 
Upon any such exercise of an option by a Participant the Corporation shall cause the 


transfer agent and registrar of the Common Shares of the Corporation to promptly deliver 


to such Participant or the legal representative of such Participant, as the case may be, a 
share certificate in the name of such Participant or the legal representative of such 


Participant, as the case may be, representing the number of shares specified in the notice. 


(g) Rights of Participants 


The Participants shall have no rights as shareholders in respect of any of the 
Optioned Shares (including, without limitation, any right to receive dividends or other 
distributions, voting rights, warrants or rights under any rights offering) other than Optioned 
Shares in respect of which Participants have exercised their option to purchase and which 


have been issued by the Corporation. 


(h) Third Party Offer 


If, at any time when an option granted under the Plan remains unexercised with 
respect to any Optioned Shares, an Offer to purchase all of the Common Shares of the 
Corporation is made by a third party, the Corporation shall use its best efforts to bring such 
offer to the attention of the Participants as soon as practicable and the Corporation may, 
at its option, require the acceleration of the time for the exercise of the option rights 
granted under the Plan and of the time for the fulfillment of any conditions or restrictions 


on such exercise. 


(1) Alterations in Shares 


In the event of a share dividend, share split, issuance of shares or instruments 
convertible into Common Shares (other than pursuant to the Plan) for less than market 
value, share consolidation, share reclassification, exchange of shares, recapitalization, 
amalgamation, merger, consolidation, corporate arrangement, reorganization, liquidation or 
the like of or by the Corporation, the board of directors may make such adjustment, if any, 
of the number of Optioned Shares, or of the exercise price, or both, as it shall deem 
appropriate to give proper effect to such event, including to prevent, to the extent possible, 
substantial dilution or enlargement of rights granted to Participants under the Plan. In any 
such event, the maximum number of shares available under the Plan may be appropriately 
adjusted by the board of directors. If because of a proposed merger, amalgamation or other 
corporate arrangement or reorganization, the exchange or replacement of shares in the 
Corporation of those in another company is imminent, the board of directors may, in a fair 
and equitable manner, determine the manner in which all unexercised option rights granted 
under the Plan shall be treated including, for example, requiring the acceleration of the time 
for the exercise of such rights by the Participants and of the time for the fulfillment of any 
conditions or restrictions on such exercise. All determinations of the board of directors 


under this paragraph 6(i) shall be full and final. 


(j) Termination 


Subject to paragraph 6(k), if a Participant is dismissed as an officer, employee or 
consultant by the Corporation or by one of its subsidiaries for cause, all unexercised option 
rights of that Participant under the Plan shall immediately terminate, notwithstanding the 


original term of the option granted to such Participant under the Plan. 


(k) Disability or Retirement 


Notwithstanding paragraph 6(j), if a Participant ceases to be an officer, employee or 


consultant of the Corporation or of one of its subsidiaries as a result of: 


(a) disability or illness preventing the Participant from performing the duties 


routinely performed by such Participant; 


(b) retirement at the normal retirement age prescribed by the Corporation 


pension plan; 


(c) resignation; or 


(d) — such other circumstances as may be approved by the board of directors; 


such Participant shall have the right for a period of 90 days from the date of ceasing to be 
an officer, employee, consultant or director (or, if earlier, until the expiry date of the option 
rights of the Participant pursuant to the terms of the Option Agreement) to exercise the 
option under the Plan with respect to all Optioned Shares of such Participant to the extent 
they were exercisable on the date of ceasing to be an officer, employee, consultant or 
director. Upon the expiration of such 90 days period (or such earlier expiry date as provided 
for in the Option Agreement) all unexercised option rights of that Participant shall 
immediately terminate and shall lapse notwithstanding the original term of the option 


granted to such Participant under the Plan. 


(1) Deceased Participant 


In the event of the death of any Participant, the legal representatives of the deceased 
Participant shall have the right for a period of 180 days from the date of death of the 
deceased Participant (or such shorter period being, until the expiry date of the option rights 
of the Participant pursuant to the terms of the Option Agreement) to exercise the deceased 
Participant’s option with respect to all of the Optioned Shares of the deceased Participant 
to the extent they were exercisable on the date of death. Upon the expiration of such period 
all unexercised option rights of the deceased Participant shall immediately terminate, 
notwithstanding the original term of the option granted to the deceased Participant under 


the Plan. 


wh Amendment and Discontinuance of Plan 


The board of directors may from time to time amend or revise the terms of the Plan 
or may discontinue the Plan at any time, provided that no such action may in any manner 
adversely affect the rights under any options earlier granted to a Participant under the Plan 


without the consent of that Participant. 


8. No Further Rights 


Nothing contained in the Plan nor in any option granted under this Plan shall give 
any participant or any other person, any interest or title in or to any Common Shares of the 
Corporation or any rights as a shareholder of the Corporation or any other legal or 
equitable right against the Corporation other than as set out in the Plan and pursuant to the 
exercise of any option, nor shall it confer upon the Participants any right to continue as an 


employee, officer, consultant or director of the Corporation or of its subsidiaries. 


9. Compliance with Laws 


The obligations of the Corporation to sell Common Shares and deliver share 
certificates under the Plan are subject to such compliance by the Corporation and the 
Participants as the Corporation deems necessary or advisable with all applicable corporate 


and securities laws, rules and regulations. 


10. Gender 


The use of the masculine gender in this Plan shall be deemed to include or be 


replaced by the feminine gender where appropriate to the particular Participant. 
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SCHEDULE "B" 


THE FOLLGARD GROUP INC. 


UNAUDITED BALANCE SHEET 


December 31, 1994 


ASSETS 
CURRENT ASSETS 
Cash and Investments $275,458 
Accounts Receivable $ 1,977 
TOTAL CURRENT ASSETS $277,435 
FIXED ASSETS $ 83,779 
TOTAL ASSETS $361,214 
LIABILITIES 
Accounts Payable $ 66,583 
Loans Payable $220,000 
TOTAL LIABILITIES $286,583 
EQUITY 
SHARE CAPITAL 
Common Shares $150,000 
TOTAL SHARE CAPITAL $150,000 
RETAINED EARNINGS 
Current Earnings ($75,369) 
TOTAL RETAINED EARNINGS ($75,369) 
TOTAL EQUITY $ 74,631 


TOTAL LIBILITIES AND EQUITY 361,214 


THE FOLLGARD GROUP INC. 


UNAUDITED INCOME STATEMENT 


for the Three Months Ended December 31, 1994 


REVENUE 
Miscellaneous Revenue $ 1,600 
EXPENSES 
General & Administrative $ 11,010 
Professiomnal & Legal $ 27,220 
Compensation $ 38.739 
TOTAL EXPENSES $ 76,369 
NET INCOME ($75,369) 


STATEMENT OF CHANGES 


for the Three Months Ended December 31, 1994 


CASH PROVIDED BY (USED FOR): 


Operations ($ 75,369) 
Financing Activities Borrowing $220,000 
Fixed Assets ($ 83,779) 
Change in non-cash accounts $ 64,606 
Cash beginning of period $150,000 


ENDING CASH & INVESTMENTS $275,458 


SCHEDULE "C" 


FOLLGARD CD. VISIONS INC. 
FINANCIAL STATEMENTS 


SEPTEMBER 30, 1994 
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LADELL PERRY CHARTERED ACCOUNTANTS 


Chartered Accountants Partners 


4th Floor, Centre 5010 Brian W. Ladell George R. Perry 
EVAL Os Este L 400 eos Street Terry D. Welty Gary S. Pottage 
PERRY Red Deer, Alberta T4N 6H2 Robin R. Kolton Jerry P. Van Someren 
Associates 
Teleph 403) 342-5541 , 
Ne es ole : Brent McDougall Robert A. Fischer 


Gregory M. Hemstad 


AUDITORS’ REPORT 


To the Shareholders of Follgard CD. Visions Inc. 


We have audited the balance sheet of Follgard CD. Visions Inc. as at September 30, 1994 
and the statement of loss and deficit for the six months then ended. These financial 
statements are the responsibility of the company’s management. Our responsibility is to 
express an opinion on these financial statements based on our audit. 


We conducted our audit in accordance with generally accepted auditing standards. Those 
standards require that we plan and perform an audit to obtain reasonable assurance whether 
the financial statements are free of material misstatement. An audit includes examining, on 
a test basis, evidence supporting the amounts and disclosures in the financial statements. 
An audit also includes assessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial statement presentation. 


In our opinion, these financial statements present fairly, in all material respects, the financial 
position of the company as at September 30, 1994 and the results of its operations for the 
six months then ended in accordance with generally accepted accounting principles. 


Jebel 2 


Red Deer, Alberta | 
December 12, 1994 CHARTERED ACCOUNTANTS 
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FOLLGARD CD. VISIONS INC. 


BALANCE SHEET 


SEPTEMBER 30, 1994 


Assets 
Current 
Cash 


Accounts receivable - trade 
Prepaid expenses 


Equipment (Note 2) 


Start-up costs (Note 3) 


Liabilities 


Current 
Accounts payable and accruals 
Note payable (Note 4) 


Due to affiliated companies (Note 5) 


Due to shareholder (Note 6) 


Share capital (Note 7) 


Deficit 


Approved by the Boa 


Director 


(3) 


(14,422) 


14,322) 
$ 231,064 


LADELL PERRY CHARTERED ACCOUNTANTS 


FOLLGARD CD. VISIONS INC. 


STATEMENT OF LOSS AND DEFICIT 


SIX MONTHS ENDED SEPTEMBER 30, 1994 


Revenue 


Expenses 


Reception and office services 
Accounting 
Professional fees 


Net loss and deficit 


(4) 


LADELL 


P ERR Y CHARTERED ACCOUNTANTS 


FOLLGARD CD. VISIONS INC. 
NOTES TO THE FINANCIAL STATEMENTS 


SEPTEMBER 30, 1994 


Accounting Policies 


Follgard CD. Visions Inc. is a privately-owned company which is engaged in the CD 
ROM development and sales business and is incorporated under Alberta’s Business 
Corporations Act. These financial statements have been prepared in accordance with 
principles generally accepted in Canada including the historical cost basis. Significant 
accounting policies are as follows: 


(a) Equipment 


Furniture and fixtures are reported at cost less amortization calculated in 
accordance with the declining balance method. 


Computer hardware is reported at cost less amortization calculated in accordance 
with the straight line method. 


(b) Start-up Costs 


The company capitalizes the costs associated with the start-up of new product 
lines. These costs are amortized in accordance with the straight line method over 
two years once the product is marketed. 


(c) Income Taxes 


The company uses the deferral method of income tax allocation. Income taxes 
are provided at current rates for all amounts included in the statement of 
eamings regardless of the period in which such amounts are reported for income 
tax purposes. Taxes not payable in the current accounting period are recorded 


as deferred. 
Equipment 
Accumulated 
Rate Cost Amortization Net 
Computer hardware 3 yrs. $ 81,428 13,571 67,857 
Furniture and fixtures 20% 9,782 979 8,803 
$ 91,210 14,550 76,660 


co) 


LADELL PERRY CHARTERED ACCOUNTANTS 


FOLLGARD CD. VISIONS INC. 
NOTES TO THE FINANCIAL STATEMENTS 


SEPTEMBER 30, 1994 


Start-up Costs 


Original cost $ 130,718 


Note Payable 

The note payable is non-interest bearing, with no specific terms of repayment and due 
on demand. 

Due to Affiliated Companies 

The amount due to affiliated companies are advances from companies controlled by 


John Follgard, the controlling shareholder. These amounts are non-interest bearing 
and due on demand, due as follows: 


Investco Holdings Inc. $ 136,984 
Follgard Inc. 8,785 
The Quality Group Inc.’ 1,802 
Maximum Endeavours Inc. 1779 

$ 149,350 


Due to Shareholder 


The balance due to shareholder represents advances which do not carry any specific 
terms of repayment nor any interest charges. 


Share Capital 


Authorized, unlimited numbers of class: 
A voting, participating shares; 
B voting, participating shares; 
C non-voting, participating shares. 


ly: 


Issued Amount 


S 


Class A shares 1 $ 100 


(6) 


LADELL PERRY CHARTERED ACCOUNTANTS 


FOLLGARD CD. VISIONS INC. 
NOTES TO THE FINANCIAL STATEMENTS 


SEPTEMBER 30, 1994 


Income Taxes 

As at September 30, 1994 the company has accumulated non-capital losses for income 
tax purposes in the amount of $ 138,121. The potential tax benefit has not been 
recorded in these financial statements. These loss carry-forwards which are available 
to reduce taxable income in future years will expire in the year ended September 30, 
2000. 


Commencement of Operations 


The company was incorporated March 8, 1994 and commenced operations March 15, 
1994. 
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SCHEDULE "D" 


FOLLGARD CD. VISIONS INC. 


FINANCIAL STATEMENTS 
JANUARY 31, 1995 
(unaudited) 
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LADELL PERRY CHARTERED ACCOUNTANTS 


Chartered Accountants Partners 


i . Perry 
4th Floor, Centre 5010 Brian W. Ladell George R 
LADELL 400 SiGe re. ieee Terry D. Welty Gary S. Pottage 
PERRY Red Deer, Alberta T4N 6H2 Robin R. Kolton Jerry P. Van Someren 
Telephone (403) 342-5541 Associates 
Me Hic ea td Brent McDougall Robert A. Fischer 


Gregory M. Hemstad 


REVIEW ENGAGEMENT REPORT 
To the Shareholders of Follgard CD. Visions Inc. 


We have reviewed the balance sheet of Follgard CD. Visions Inc. as at January 31, 1995 and 
the statement of loss and deficit for the four month period then ended. Our review was 
made in accordance with generally accepted standards for review engagements and 
accordingly consisted primarily of enquiry, analytical procedures and discussion related to 


information supplied to us by the company. 


A review does not constitute an audit and consequently we do not express an audit opinion 


on these financial statements. 
Based on our review, nothing has come to our attention that causes us to believe that these 


financial] statements are not, in all material respects, in accordance with generally accepted 


accounting principles. 


Chartered Accountapts 


Red Deer, Alberta 
April 2, 1995 


(2) 


FOLLGARD CD. VISIONS INC. : 
BALANCE SHEET 


JANUARY 31, 1995 


(unaudited) 
Assets 
January 31, September 30, 
1995 1994 
_ Current 
Cash $ 45 1,906 
Accounts receivable 19,416 10,558 
Prepaid expenses 26,156 18,158 
45,617 30,622 
Property and equipment (Note 2) 114,209 76,660 
Deferred development costs (Note 3) 315,267 123,782 
$ 475,093 231,064 
Liabilities 
Current 
Accounts payable and accruals $ 21,011 51,086 
Note payable (Note 4) 100,000 25,000 
Advances from The Follgard Group Inc. (Note 5) 187,500 
308,511 76,086 
Due to affiliated companies (Note 6) 181,561 149,350 
Due to shareholder (Note 7) 29,388 19,950 
519,460 245,386 
Capital Deficiency 
Share capital (Note 8) 125 100 
Deficit (44,492) (14,422) 
(44,367) (14,322) 
$ 475,093 231,064 


Approved by the Board 


Director 


Director 
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LADELL PERRY CHARTERED ACCOUNTANTS 


FOLLGARD CD. VISIONS INC. 


STATEMENT OF LOSS AND DEFICIT 


FOUR MONTHS ENDED JANUARY 31, 1995 


Revenue 
Expenses 
Reception and office services 


Professional fees 
Accounting 


Net loss 
Deficit at beginning of year 


Deficit at end of year 


(unaudited) 


(4) 


January 31, 
1995 
(4 months) 


LADELL 


September 30, 
1994 
(6 months) 


P ER R Y CHARTERED ACCOUNTANTS 


FOLLGARD CD. VISIONS INC. 
NOTES TO THE FINANCIAL STATEMENTS 


JANUARY 31, 1995 
(unaudited) 


Accounting Policies 


Follgard CD. Visions Inc. is a privately-owned company which is engaged in the CD 
ROM development and sales business and is incorporated under Alberta’s Business 
Corporations Act. These financial statements have been prepared in accordance with 
principles generally accepted in Canada including the historical cost basis. Significant 
accounting policies are as follows: 


(a) Property and Equipment 


Furniture and fixtures are reported at cost less amortization calculated in 
accordance with the declining balance method. 


Computer hardware is reported at cost less amortization calculated in accordance 
with the straight line method. 


Leasehold improvements are reported at cost less amortization calculated in 
accordance with the straight line method over the term of the lease. 


(b) Deferred Development Costs 


The costs associated with the development of new productions are deferred and 
amortized over the life of the production. 


(c) Income Taxes 
The company uses the deferral method of income tax allocation. Income taxes 
are provided at current rates for all amounts included in the statement of 
earnings regardless of the period in which such amounts are reported for income 


tax purposes. Taxes not payable in the current accounting period are recorded 
as deferred. 
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LADELL PERRY CHARTERED ACCOUNTANTS 


FOLLGARD CD. VISIONS INC. 
NOTES TO THE FINANCIAL STATEMENTS 


JANUARY 31, 1995 


(unaudited) 
Property and Equipment 
January 31, September 30, 
1995 1994 
Aceumulated 
Rate Cost Amortization Net 

Computer 

hardware 3 yrs. $ 110,460 24,455 86,005 67,857 
Furniture and 

fixtures 20% 203253 2278 17,975 8,803 
Leasehold . 

improvements 5 yrs. 10,968 19 10,229 

$ 141,681 27,472 114,209 76,660 

Deferred Development Costs 
Expenditures to September 30, 1994 $2123:782 
Current period expenditures 191,485 


These costs relate to the development of CD Rom productions. 


Note Payable 


The note payable is due on demand and bears interest at prime plus 2% (currently - 
9.25%). 


Advances From The Follgard Group Inc. 


These advances bear interest at 11%, and are due on demand. 
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LADELL PERRY CHARTERED ACCOUNTANTS 


FOLLGARD CD. VISIONS INC. 
NOTES TO THE FINANCIAL STATEMENTS 


JANUARY 31, 1995 
(unaudited) 


Due to Affiliated Companies 


The amount due to affiliated companies represents advances that are non-interest 


bearing and payable on demand from the following companies: 


January 31, 
1995 

Investco Holdings Inc. $ 141,670 

Follgard Inc. 14,094 

The Quality Group Inc. 18,893 
Maximum Endeavours Inc. 

D.G.S. Computers Inc. 6,904 

$ 181,561 


Due to Shareholder 


September 30, 
1994 


136,984 
8,785 
1,802 
1,779 


149,350 


The balance due to shareholder represents advances which do not carry any specific 


terms of repayment nor any interest charges. 


Share Capital 


Authorized, unlimited numbers of class: 
A voting, participating shares; 
B voting, participating shares; 
C non-voting, participating shares. 


January 31, 1995 


Issued _# Amount 


125 


Class A shares $ 125 


100 


September 30, 1994 
1a 


Amount 


$ 100 


During the period, the company issued 25 shares for $ 1.00 per share. 
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FOLLGARD CD. VISIONS INC. 
NOTES TO THE FINANCIAL STATEMENTS 


JANUARY 31, 1995 
(unaudited) 


Income Taxes 


As at January 31, 1995 the company has accumulated non-capital losses for income 
tax purposes in the amount of $ 359,677. The potential tax benefit has not been 
recorded in these financial statements. Should taxable income not be generated in 
sufficient amounts to utilize these losses they will expire as follows: 


September 30, 2000 $ 138,121 
September 30, 2001 221,556 
$ 359,677 


Subsequent Events 


The company completed the development of its first title "Lost Treasures" and 
commenced production on February 8, 1995. 


The shareholders of the company have entered into negotiations to exchange their 
outstanding shares for shares of The Follgard Group Inc., a junior capital pool 
corporation, with a proposed effective date of May 18, 1995. This transaction would 
result in a change of control of Follgard CD. Visions Inc. to The Follgard Group Inc. 
and is subject to the approval of the Alberta Stock Exchange. 


Comparative Amounts 


Certain September 30, 1994 amounts have been reclassified to conform with 
January 31, 1995 presentation. 
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Corporate Finance Professionals i Pe SCHEDULE "E" 


THE TAMARACK GROUP LTD.e CORPORATE FINANCE PROFESSIONALS « SUITE 600, 808 - 4TH AVE. SW. * CALGARY, ALBERTA ¢ T2P 3E8 * TELEPHONE (403) 269-1011° FACSIMILE (403) 269-1438 


- REVIEW ENGAGEMENT REPORT 


|.:TO THE DIRECTORS | 
‘4 OF FOLLGARD cD e VISIONS INC.: 


=f ae The accoripanying aaneceial projections of Follgard CD. e Visions ing consisting of = 
“ Ga at hy balance: sheet, statements of income and of cash flow for the periods ending 
January 31, 1996 through to January 31, 1998 have been prepared by management using 
“+ assumptions with an effective date of February 24, 1995. We have reviewed the. support 
x provided by management for the assumptions, and the preparation and presentation of this: - 
_ projection. Our review is made in accordance with generally accepted accounting standards: | | 
~ for review engagements and accordingly consisted primarily of enquiry, analytical procedures 
1 and discussion related to. information:.supplied to us by management. . We have no a Nas 
# responsibility to update t this report for events and. circumstances en after its date. 


os A review does not constitute an audit and ‘consequently we do not ae an audit : 
opinion on this eee : Se : Soa 


: Based on our: review, nothing has come to our attention that causes: us to believe: abe 
that, In. all material Cpaees . a 


Dey Si @ - the assumptions dndanvind® the rarometions: as ‘at tHe cited Gf this faport, are era B 
| ‘not suitably supported and consistent with the: ‘plans -Of the company and ue 
not Provide a reasonable basis for the Bolod ape Pa 2 


) “these projections: do not reflect such assumptions and’ 


(c).. these projections are: not. presented in “accordance with the serounting 
. ., -standards’ for future orientated financial : information . established by the 
ide Canadian Institute of Sp le Accountants: 


4, "Since these breieatone are tees on eecarintions eccrine future. events, actual — 
[eh results will vary from. the information. presented and the variations may be’ material. 
ip Accordingly, no assurance is expressed as to. whether or not this projection: will be achieved. 
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FOLLGARD cDe © VISIONS INC. 
Notes to the Projected Financial Statements Eiacot. 
For the Years Ending January 31, 1996 to 1998 
| NOTE1- CAUTIONARY NOTE 


These france! projections are an: estimate ay the rectiite of. Pree ie fora three year" 
period ending January 31; 1998 based on management's assumptions concerning future - 


a ‘events and circumstances that are not necessarily the most likely. The assumptions. set 
--. forth below are. those which.are significant to the projections: or are key factors upon . 


ee 


- which. the’ ‘financial results of the enterprise. ‘depend. The Company. commenced 
operations on- May 1, 1994 and has not yet declared a fiscal veal end. ay ari 


ix Some assumptions foevitabha will not aterializan era eRtICparedlae “events: end . 
circumstances may-occur subsequent to February 24, 1995, the effective date of the Week 
-underlying assumptions: to these. projections. _Therefore,: the actual results achieved 

~ during’ ihe: db ae zee will aly from the projections and Mee. variations may be 


a, material. © 


| The Company, accepts no easeratsity to update these projections ters events occurring 
. -subsequent tc to les issue date. 


NOTE. 2. ~ SUBSEQUENT EVENT. 
| ii is Brolected that the Garman) all enter into a transaction with The Follgard Group Inc., : 


. apublicly listed Junior: Capital Pool on the Alberta Stock Exchange whereby The Follgard 
. Group Inc. will purchase 100% of the outstanding ‘shares of Follgard:CD e Visions Inc. - 


ae The consideration for these assets will be shares in cS Eoughelte Group. Ine. 


“These: financial projections ott not account for rany funds that may Ws raised or expensed 


ae through this transaction. : 


| ie This. transaction is projected 10 take Lae a Api 1 1, 1995. 


ne ste “0 . ACCOUNTS RECEIVABLE 


Accounts: PSAeivaBlel are pealousted as the. poHiont of ee "that are exsciniea to ‘be a) 
_. collectable in subsequent periods. The Company projects it will take 45 days to collect ; 
a receivable. i factor of 0. 5% of salés has 92134 allowed for bad debts. . . 


@r Tamarack Group Ltd. * 
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FOLLGARD CD-e VISIONS INC. 


| Notes to the Projected Financial Statements: 


. ‘For the Years Ending JEN ele 31, 1996 to 1998 : 


NOTE a. -INVENTORY 


es Wertony of finished cD products: is: Necoiedt at. "projected: cost. “Once. commercial 
~ operations: commence, it-is projected’ that a. maximum of one month's sales will-be ins ° =. 
inventory as turnaround time: to produce a oD; is approximately 2 weeks. The cost to Pieuer paee 
-. .- produce a CD is projected. to average $5.00 per unit in the first yéar, falling: to $4.00 and 
ne  o150 for the: remaining. years in the projection: The unit. costs are lO aaah to aieie ao 
ae with meteasingg volumes: and larger produto runs. + ae vi . 


= NOTE 5 ; "DEFERRED. DEVELOPMENT costs” 


anes Perered costs Enea: the costs ontrod to Bay ctopl the CD’ S.. The maton of 
costs. are the cieative staffs’ wages and benefits. There are currently 8 creative-and — 
_. .development ‘staff. whose wages-.are being capitalized. In.the: second year. of the | 
_. projections, another 5 sedans gic Staff are  Proieriae to. be added. In the. third hat an 
ae additional 6 staff will be added. k : 


Tess deenede costs are being amortized over. 5 years‘ ona 2 straight ine! basis, whieh is os 
the. estimated shelf: life of the. products: Amortization is. Snlisiee at one half of the annual pa 
oe rate in the year. the poste are: egies . 


i NOTE 6 ~ CAPITAL ASSETS. 


; Capital assets. are recorded. at t projected o cost. Amortization has been. provided at the ad. 
a olowns rates: , ae 3 | 


Purnhure, and: equipment - ie zB) pune aia ob acini , 


Computer equipment = ha 3 yrs. straight line’ : 
Leasehold improvements ‘ER 8 id phplalts line yay ey 


aa Amortization: is ‘charged at one half of the annual rate in the year of acquisition of an : . 


OE 


) Due to the natuie of the Anan that is.used to revel the CD' S, it is. orolectti that 


the Company will need to.incur substantial capital asset additions: during. the projection’. - 
period. These additions will include video equipment, ‘computers, computer equipment. 


and audio equipment. In addition to this’ equipment, the Company assumes that each. ‘ 
new creative development staff. member will. require. SU pie 000 in furmiture 


and computer. equlament, to fel their PSE a 


o @ Me Tamarack Group Ltd. 
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FOLLGARD cD e. » VISIONS INC. 


Notes to the Projected Financial Statements 
Ee. ANE Years Ending January 31, 1996 to 1998 


| NOTE 7 ACCOUNTS PAYABLE - 


€ - : econ payable are’ not flexpected to. be: a large Bornean ok the BalonGe sheet. Iti is . 
: , projected ' any povsbies that arise. from Rests uets sil be Bele ae. Gays: from the date ce eo 
2 ancurtencoas BA | 3 sz SRAPEM SY 


2 "nore 8 on ROYALTIES 


: The current: even pareeriente state that any apehios are to >be wear ona a semi-annual : 
basis. Itis Projected that all future: royalty. agreements will contain this payment schedule. . 
Royalties would be incurred ‘when copyright material, expertise, trademarks or well known ae} 


| ie -hames are. 2 used in the production: and Sele of a CD- ROM. 


¢ ae 9 "INTEREST PAYABLE 


ab As the debt’ for the. Company’ is: owed to’ aeeearated naniest any interest inelrrsd ig. 
. assumed to remain unpaid and will accumulate until such time 1M the Company nas.” a 
i sufficient cash Ask to Spay these amounts in full. - é; oe 


: oe 10. “NOTE PAYABLE. 

7 The note payable i is. owed to an precited party that Has interest inone of the: affiliated i‘, mane 

“companies the Company deals with.” Interest will be. payable at prime plus 2%, Which 
during. the projection: period is. expected to average’ 11%. The Company projects ~ 


. _sufficient cash flow in the first year to fully repay the note: by fiscal year-end. : As such, ie 
the pole) is 5 classified: as a current liability. This note is ‘secured. ; 


[NOTE Ww ‘DEFERRED TAXES. 


The. Company uses ihe eternal meted or income’ tax ‘allocation. ‘Income taxes are 
‘ provided.at current rates for.all amounts included i in the statement of eamings regardless __ 
of the: period. in which such: amounts are reported for income tax purposes. Taxes not 
| Pent in the current accounting period are. recorded as deferred. i 


The Tamarack Group, Ltd 
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-FOLLGARD CD e e VISIONS INC. 


Notes to the fprojecied’ Financial Statements ) 


For the Years Ending January 31, 1996 to 1998 oe 


ie NOTE og INCOME STATEMENT ASSUMPTIONS (CONTINUED) 


We peroes aaa) Fae The Conary anticipates incurring legal and ereeceicral fees 
~ . . associated with: each CD fee erate ty Cross-border Sales. have also been 


considered. 


» (ieee In Renemnencr of the transaction eeued to in. Nee Zap incor taxes: are ebecede eat 
~~ -on the current rates provided. by the Canadian Income Tax Act for. public . ~. 
companies. The first year's taxes have been reduced due to loss carryforwards ea 

of apprexmelely toe 000. he | 2 fs 
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LADELL PERRY CHARTERED ACCOUNTANTS 


Chartered Accountants Partners 


4th Floor, Centre 5010 Brian W. Ladell George R. Perry 
aN AAS le 400, 5010 - 43 Street Terry D. Welty Gary S. Pottage 
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AUDITORS’ REPORT 
To the Shareholders of D.G.S. Computers Inc. 


We have audited the balance sheet of D.G.S. Computers Inc. as at September 30, 1994 and 
the statements of earnings, retained earnings and changes in financial position for the three 
month period then ended. These financial statements are the responsibility of the 
company’s management. Our responsibility is to express an opinion on these financial 
statements based on our audit. 


Except as explained in the following paragraphs, we conducted our audit in accordance with 
generally accepted auditing standards. Those standards require that we plan and perform 
an audit to obtain reasonable assurance whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


Because we were appointed auditors of the company during the current period, we were not 
able to observe the counting of physical inventories at the beginning of the period nor satisfy 
ourselves concerning those inventory quantities by alternative means. Since opening 
inventories enter into the determination of the results of operations and changes in financial 
position, we were unable to determine whether adjustments to cost of sales, income taxes, 
net earnings for the period, opening retained earnings and cash provided from operations 
might be necessary. 


We were not able to satisfy ourselves with the accounts receivable balances at the beginning 
of the period nor satisfy ourselves concerning those balances by alternative means. Since 
Opening accounts receivable balances enter into the determination of the results of 
operations and changes in financial position, we were unable to determine whether the 
adjustments to sales, income taxes, net earnings for the period, opening retained earnings 
and cash provided from operations might be necessary. 


We were not able to satisfy ourselves with the accounts payable balances at the beginning 
of the year nor satisfy ourselves concerning those balances by alternative means. Since 
opening accounts payable enter into the determination of the results of operations and 
changes in financial position, we were unable to determine whether adjustments to cost of 
sales, expenses, income taxes, net earnings for the period, opening retained earnings and 
cash provided from operations might be necessary. 
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Chartered Accountants Partners 


4th Floor, Centre 5010 Brian W. Ladell George R. Perry 
LADELL 400, 5010 - 43 Street Terry D. Welty Gary S. Pottage 
PERRY Red Deer, Alberta T4N 6H2 Robin R. Kolton Jerry P. Van Someren 

Telephone (403) 342-5541 eo rores 

Fax (403) 347-3766 Brent McDougall Robert A. Fischer 


Gregory M. Hemstad 


AUDITORS’ REPORT (Cont.) 


In our opinion, except for the effect of adjustments, if any, which we might have determined 
to be necessary had we been able to examine opening inventory quantities, accounts 
receivable and payable balances, as described in the preceding paragraphs, the statements 
of earnings, retained earnings and changes in financial position present fairly, in all material 
respects, the results of operations and the changes in financial position of the company for 
the three month period ended September 30, 1994 in accordance with generally accepted 
accounting principles. Further, in our opinion, the balance sheet presents fairly, in all 
material respects, the financial position of the company as at September 30, 1994 in 
accordance with generally accepted accounting principles. 


fool M4 | 


November 26, 1994 CHARTERED ACCOUNTANTS 
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D.G.S. COMPUTERS INC. 
BALANCE SHEET 


SEPTEMBER 30, 1994 


Assets 
September 30, June 30, 
1994 1994 
(unaudited) 
Current 
Cash $ 11,690 2,558 
Accounts receivable - trade 395,882 183,734 
- other 1,535 
Inventory 173,024 159,948 
Prepaid expenses 5,415 1,055 
586,011 348,830 
Equipment (Note 2) 165,062 5,334 
$ 751,073 354,164 
Liabilities 
Current 
Bank indebtedness (Note 3) $ 70,276 43,003 
Accounts payable and accruals 435,685 152,729 
Income taxes 6,127 2,729 
Note payable (Note 4) 80,000 
592,088 198.461 
Equity 
Share capital (Note 5) 167 133 
Retained earnings 158,818 (Beyer) 
158,985 155,703 
$ 751,073 354,164 
Approved by the Board 
Director 
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D.G.S. COMPUTERS INC. 
STATEMENT OF RETAINED EARNINGS 


THREE MONTHS ENDED SEPTEMBER 30, 1994 


1994 
Balance at beginning of period $ 155,570 
Net earnings 3,248 
Balance at end of period $ 158,818 
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June 30, 
1994 
(12 months) 
(unaudited) 
8,043 
147,527 


155,570 


D.G.S. COMPUTERS INC. 


STATEMENT OF EARNINGS 


THREE MONTHS ENDED SEPTEMBER 30, 1994 


1994 
% of 
Amount Sales 
Sales $ 728,088 100.0 
Cost of sales 493,522 67.8 
Gross margin 234,566 3202 
Expenses 
Wages and benefits 75,895 10.4 
Consulting fees 26,520 3.6 
Rent 21,867 3.1 
Advertising 21,448 fees) 
Telephone and utilities 17,801 2.4 
Management salaries 16,281 PRG « 
Amortization 15,856 Papas 
Automotive 10,295 1.4 
Office 6,180 9 
Interest and bank charges 3,5u7 2») 
Other 3,378 me) 
Travel and entertainment 2,958 4 
Repairs and maintenance 2,100 3 
Professional fees 1,800 3 
Staff development 1,718 ws 
Business taxes and insurance 1,004 wl 
Bad debts 
Insurance ern 
228,618 31.4 
Earnings (loss) from operations 5.948 __ 8 
Other income 
Earnings before income taxes 5,948 8 
Income taxes 2,700 4 
Net earnings $ 3,248 4 
(6) 
LADELL 


June 30, 1994 


(12 months) 


(unaudited) 

% of 
Amount Sales 
1,464,799 100.0 
1,190,446 1.3 

274,353 18. 
165,938 11.3 
39,100 6 
21,446 1.5 
13372 1 
9,053 6 
111,900 7.6 
154) 8 
22,092 1.5 
6,533 4 
5,688 4 
18,374 1.3 
1,240 at 
6,346 4 
1,269 1 
2,436 ie 
27,163 1.8 
3,114 
454,571 30.9 
(180,215) 122 
334,445 2.8 
154,227 10.6 
6,700 ee) 
Lae) 10.1 
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D.G.S. COMPUTERS INC. 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


THREE MONTHS ENDED SEPTEMBER 30, 1994 


Operating activities 
Net earnings 
Adjust for amounts not affecting cash 
Amortization 


Net change in non-cash working capital amounts 


Accounts receivable 
Inventories 

Prepaid expenses 

Accounts payable and accruals 
Income taxes 

Note payable 


Financing activities 
Advances (to) from shareholder 
Proceeds from sale of shares 


Investing activities 
Purchase of equipment 


Change in net cash position 

Net cash position at beginning of period 
Net cash position at end of year 

Net cash position consists of: 


Cash 
Bank indebtedness 
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1994 


$ 3,248 


(210,613) 

(13,076) 

(4,360) 
282,956 
3,398 
80,000 


eal 


(175,584) 
(18,141) 
(40,445) 
$ (58,586) 
$ 11,690 

(70.276) 
$ (58,586) 


June 30, 
1994 


(12 months) 
(unaudited) 


147,527 


(399,603) 
33 


(399,570) 


(4.437) 
(98,627) 


58,182 


(40,445) 


2,558 
(43,003) 


(40,445) 
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D.G.S. COMPUTERS INC. 
NOTES TO THE FINANCIAL STATEMENTS 


SEPTEMBER 30, 1994 


Accounting Policies 


D.G.S. Computers Inc. is a privately-owned company which is engaged in the 
computer sales and service business and is incorporated under Alberta’s Business 
Corporations Act. These financial statements have been prepared in accordance with 
principles generally accepted in Canada including the historical cost basis. Significant 
accounting policies are as follows: 


(a) Equipment 


Computer equipment is reported at cost less amortization calculated in 
accordance with the straight line method. 


Equipment is reported at cost less amortization calculated in accordance with 
the declining balance method. 


Leasehold improvements are reported at cost less amortization calculated in 
accordance with the straight line method over the term of the lease plus one 
renewal period. 


(b) Inventory 


Inventory is valued at the lower of cost and net realizable value. Cost is 
determined on the specific item basis including freight. 


(c) Income Taxes 
The company uses the deferral method of income tax allocation. Income taxes 
are provided at current rates for all amounts included in the statement of 
earnings regardless of the period in which such amounts are reported for 


income tax purposes. Taxes not payable in the current accounting period are 
recorded as deferred. 
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D.G.S. COMPUTERS INC. 
NOTES TO THE FINANCIAL STATEMENTS 


SEPTEMBER 30, 1994 


Property and Equipment 


September 30, June 30, 
1994 1994 
(unaudited) 
Accumulated 
Rate Cost - Amortization Net Net 
Computer 
Software 2 yrs. $ 49,779 30,505 19,274 2,430 
Computer 
Hardware 3 yrs. 74,129 7,663 66,466 92 
Training equipment 3 yrs. 36,530 3,044 33,486 
Leasehold 
improvements 5 yrs. 19,465 974 18,491 
Office equipment 20% 35,963 8,618 27,345 ZO1Z 
$ 215,866 50,804 165,062 5,334 


Bank Indebtedness 
The company has provided a General Security Agreement on accounts receivable and 
inventory as well as postponement of shareholders advances and personal guarantees 


issued by the shareholders as security on the bank indebtedness. 


September 30, June 30, 


Bank indebtedness consists of: 1994 1994 
(unaudited) 

Bank loan $ 70,000 30,000 

Excess of cheques issued over funds on deposit 276 13,003 

$ 70,276 43,003 


Note Payable 


The note payable is an advance from The Quality Group Inc. and is non-interest 
bearing and due on demand. 
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D.G.S. COMPUTERS INC. 
NOTES TO THE FINANCIAL STATEMENTS 


SEPTEMBER 30, 1994 


Share Capital 


Authorized, unlimited numbers of Class: 
A voting, participating shares; 
B voting, participating shares; 
C non-voting, cumulative, redeemable, preferred shares; 
D non-voting, cumulative, redeemable, preferred shares. 


September 30, June 30, 
1) 519940 eg fod a, 
(unaudited) 
Issued _# Amount # Amount 
Class A shares 167 $ 16 133 $ 133 


During the period, the company issued 34 shares at $ 1 per share. 


Contractual Obligations 

The company has entered into a lease agreement for its business premises, the initial 
term of which expires June 30, 1999. The lease requires monthly payments of $ 8,531 
which includes normal occupancy costs. 

Contingent Liability 

The company has been named as defendants in a statement of claim. The claim 
alleges that the company owes management fees of $ 186,760 to a former affiliate. 
The company has filed counter claims to the above lawsuit. 

The company’s external legal counsel is of the view that the claim is in a preliminary 


stage and settlement of the claim is not determinable. Management is of the opinion 
that the claims are without merit and fully intend to defend the actions. 


Comparative Amounts 


Certain June 30, 1994 amounts have been reclassified to conform with September 30, 
1994 presentations. The comparative amounts have not been audited. 
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LADELL PERRY CHARTERED ACCOUNTANTS 


Chartered Accountants Partners : 


4th Floor, Centre 5010 Brian W. Ladell George R. Perry 
LADELL 400, 5010 - 43 Street Terry D. Welty Gary S. Pottage 
PERRY Red Deer, Alberta T4N 6H2 Robin R. Kolton Jerry P. Van Someren 

Telephone (403) 342-5541 Associates 

Fax (403) 347-3766 Brent McDougall Robert A. Fischer 


Gregory M. Hemstad 


REVIEW ENGAGEMENT REPORT 


To the Shareholders of D.G.S. Computers Inc. 


We have reviewed the balance sheet of D:G.S. Computers Inc. as at January 31, 1995 and 
the statements of earnings, retained earnings and changes in financial position for the four 
months then ended. Our review was made in accordance with generally accepted standards 
for review engagements and accordingly consisted primarily of enquiry, analytical procedures 


and discussion related to information supplied to us by the company. 


A review does not constitute an audit and consequently we do not express an audit opinion 


on these financial statements. 


Based on our review, nothing has come to our attention that causes us to believe that these 
financial statements are not, in all material respects, in accordance with generally accepted 


accounting principles. 


Zbl be 


Chartered Accountants 


Red Deer, Alberta 
April 3, 1995 
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D.G.S. COMPUTERS INC. 


BALANCE SHEET 


JANUARY 31, 1995 


(unaudited) 
Assets 
January 31, September 30, 
1995 1994 
Current 
Cash $ 10,015 11,690 
Accounts receivable 267,086 395,882 
Inventory 267,463 173,024 
Prepaid expenses 4.818 5.415 
549,382 586,011 
Property and equipment (Note 2) 147,571 165,062 
$ 696,953 751,073 
Liabilities 
Current 
Bank indebtedness (Note 3) $ 44,275 70,276 
Accounts payable and accruals 413,336 428,314 
Wages and wage deductions payable 16,295 TREE 
Note payable (Note 4) 135,000 80,000 
Advances from The Follgard Group Inc. (Note 5) 80,000 
Income taxes ) 6,127 
688,906 592,088 
Due to shareholders (Note 6) 709) 
696,561 592,088 
Equity 
Share capital (Note 7) 167 167 
Retained earnings 229 158,818 
392 158,985 
$ 696,953 Tey RUE: 
Director 


poco Ventas — Director 
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Net (loss) earnings 


D.G.S. COMPUTERS INC. 
STATEMENT OF RETAINED EARNINGS 


FOUR MONTHS ENDED JANUARY 31, 1995 


(unaudited) 
January 31, September 30, 
1995 1994 

(4 months) (3 months) 

Balance at beginning of period $ 158,818 1555570 

(158,593) _3,248 

Balance at end of period $ 225 158,818 
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D.G.S. COMPUTERS INC. 
STATEMENT OF EARNINGS 


FOUR MONTHS ENDED JANUARY 31, 1995 


(unaudited) 
January 31, September 30, 
1995 1994 
(4 months) (3 months) 
% of % of 
Amount Sales Amount Sales 
Sales $ 998,036 100.0 | 728,088 100.0 
Cost of sales 727,249 72.9 493,522 67.8 
Gross margin 270,787 pak | 234,566 Bo 
Expenses 
Wages and benefits 158,855 15.9 75,895 10.4 
Management salaries 97,392 9.8 16,281 22 
Consulting fees 40,345 4.0 26,520 3.6 
Rent 34,175 3.4 21,867 3.1 
Advertising 33,499 3.4 21,448 2.9 
Amortization 19,064 1.9 15,856 Paes 
Professional fees 14,351 1.4 1,800 3 
Interest and bank charges 10,994 1.1 Sea 7) 5) 
Telephone 5,393 =) 17,801 2.4 
Office 4,677 SS 6,180 9 
Travel and entertainment 3,370 3 2,958 4 
Supplies 2,990 se) 
Bad debts 2,967 ‘S) 
Repairs and maintenance 2,640 3 2,100 3 
Business taxes and insurance 2,144 ¥) 1,004 nl 
Staff development 2,094 az 1,718 fs 
Other Dow, 1 3,378 ES 
Automotive ae 10,295 1.4 
435,507 43.6 228,618 31.4 
(Loss) earnings from operations (164,720) 16.5 5,948 8 
Income taxes (recovery) (6,127) 6 2,700 _ 4 
Net (loss) earnings SOBIFSEE)) © GRY 3,248 _4 
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D.G.S. COMPUTERS INC. 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOUR MONTHS ENDED JANUARY 31, 1995 


(unaudited) 


January 31, 
1995 
(4 months) 
Operating activities 
Net (loss) earnings $ (158,593) 
Adjust for amounts not affecting cash 
Amortization 19,064 
(139,529) 
Net change in non-cash working capital amounts 
Accounts receivable 128,796 
Inventories (94,439) 
Prepaid expenses ee) 
Accounts payable and accruals (14,978) 
Wages and wage deductions payable 8,924 
Note payable 55,000 
Advances from The Follgard Group Inc. 80,000 
Income taxes (6,127) 
157,773 
18,244 
Financing activities 
Advances from shareholder 7,655 
Proceeds from sale of shares 
7,655 
Investing activities 
Purchase of equipment (4,938) 
Proceeds from disposal of equipment 3,365 
(1573) 
Change in net cash position 24,326 
Net cash position at beginning of period (58,586) 
Net cash position at end of year $ (34,260) 
Net cash position consists of: 
Cash $ 10,015 
Bank indebtedness (44,275) 
$ (34,260 
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September 30, 


1994 


(3 months) 


3,248 


34 


(175,584) 


(175,584) 
(18,141) 
(40,445) 
(58,586) 


11,690 
(70,276) 


(58,586) 


D.G.S. COMPUTERS INC. 
NOTES TO THE FINANCIAL STATEMENTS 


JANUARY 31, 1995 
(unaudited) 


Accounting Policies 


D.G.S. Computers Inc. is a privately-owned company which is engaged in the 
computer sales and service business and is incorporated under Alberta’s Business 
Corporations Act. These financial statements have been prepared in accordance with 
principles generally accepted in Canada including the historical cost basis. Significant 
accounting policies are as follows: 


(a) Property and Equipment 


Computer equipment is reported at cost less amortization calculated in 
accordance with the straight line method. 


Equipment is reported at cost less amortization calculated in accordance with 
the declining balance method. 


Leasehold improvements are reported at cost less amortization calculated in 
accordance with the straight line method over the term of the lease plus one 
renewal period. 


(b) Inventory 


Inventory is valued at the lower of cost and net realizable value. Cost is 
determined on the average cost basis including freight. 


(c) Income Taxes 
The company uses the deferral method of income tax allocation. Income taxes 
are provided at current rates for all amounts included in the statement of 
earings regardless of the period in which such amounts are reported for 


income tax purposes. Taxes not payable in the current accounting period are 
recorded as deferred. 
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D.G.S. COMPUTERS INC. 
NOTES TO THE FINANCIAL STATEMENTS 


JANUARY 31, 1995 


(unaudited) 
Property and Equipment 
January 31, September 30, 
1995 uni eh doa 
Accumulated 
Rate Cost - Amortization Net Net 
Computer . 
Hardware 3 yrs. $ 76,208 15,878 60,330 66,466 
Computer 
Software 2 yrs. 50,950 34,496 16,454 19,274 
Office equipment 20% 37,651 10,553 27,098 27,345 
Training equipment 3 yrs. 36,530 7,062 29,468 33,486 
Leasehold 
improvements 5 yrs. 16,100 O79 14,221 18,491 
$ 217,439 69,868 147,571 165,062 


Bank Indebtedness 
The company has provided a General Security Agreement on accounts receivable and 
inventory as well as postponement of shareholders advances and personal guarantees 


issued by the shareholders as security on the bank indebtedness. 


January 31, September 30, 


Bank indebtedness consists of: 1995 1994 

Bank loan $ 70,000 

Excess of cheques issued over funds on deposit 44,275 276 
$ 44,275 70,276 


Note Payable 


The note payable represents advances due on demand and bears interest at prime 
(currently 9.25%) plus 2%. 
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D.G.S. COMPUTERS INC. 
NOTES TO THE FINANCIAL STATEMENTS 


JANUARY 31, 1995 
(unaudited) 


Advances From The Follgard Group Inc. 


These advances represent advances due on demand and bear interest at prime 
(currently 9.25%) until March 1995 and at prime plus 2% thereafter. 


Due to Shareholders 


The balance due to shareholders represents advances which do not carry any specific 
terms of repayment nor any interest charges. 


Share Capital 


Authorized, unlimited numbers of Class: 
A voting, participating shares; 
B voting, participating shares; 
C non-voting, cumulative, redeemable, preferred shares; 
D non-voting, cumulative, redeemable, preferred shares. 


January 31, September 30, 
1995 1994 
Issued #_ Amount _# Amount 
Class A shares $ 16 $ 167 167 16 


Income Taxes 


The company has accumulated non-capital losses for income tax purposes, the 
potential benefit of which has not been recorded in these financial statements. ‘These 
loss carry-forwards which are available to reduce taxable income in future years 
expire as follows: 


Year ending September 30, 2001 $ 170,069 
Year ending September 30, 2002 145,656 
$3315,725 
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11. 
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D.G.S. COMPUTERS INC. 
NOTES TO THE FINANCIAL STATEMENTS 


JANUARY 31, 1995 
(unaudited) 


Contractual Obligations 


The company has entered into a lease agreement for its business premises, the initial 
term of which expires June 30, 1999. The lease requires monthly payments of $ 9,133 
which includes normal occupancy costs. 


Subsequent Event 


The shareholders of the company have entered into negotiations to exchange their 
outstanding shares for shares of The Follgard Group Inc., a junior capital pool 
corporation, with a proposed effective date of May 18, 1995. This transaction would 
result in a change of control, of D.G.S. Computers Inc., to The Follgard Group Inc. 
and is subject to the approval of the Alberta Stock Exchange 


Contingent Liability 

The company has been named as defendants in a statement of claim. The claim 
alleges that the company owes management fees of $ 186,760 to a former affiliate. 
The company has filed counter claims to the above lawsuit. 

The company’s external legal counsel is of the view that the claim is in a preliminary 
stage and settlement of the claim is not determinable. Management is of the opinion 
that the claims are without merit and fully intend to defend the actions. 


Comparative Amounts 


Certain September 30, 1994 amounts have been reclassified to conform with 
January 31, 1995 presentation. 


(10) 


LADELL PERRY CHARTERED ACCOUNTANTS 


) The Tone Group. Ltd. _ ’ 
; Corporate Finance Soup. ; SCHEDULE “H" 


THE TAMARACK GROUP LTD.¢ CORPORATE FINANCE PROFESSIONALS «. SUITE 600, 808 - 4TH AVE. SW. ¢ CALGARY, ALBERTA © ° TP 3EB © + TELEPHONE (403) 269-101 1° FACSIMILE (403) 269- 1438 
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DGS COMPUTERS INC. 


Notes to: the Projected Financial Statements — 
. For the Years: Ending caine 31, 1996 to 1998 
NOTE 3 | ACCOUNTS RECEIVABLE a 


a Accounts receivable. are calculated as the aarti of sales that are assumed to be 


7 collectable in subsequent. periods. The Company pfojects it will take 40 days: to — y 
t's collect a receivable. vA. factor of 0; 5% of eS has been SWE NEeD for. bad seg oe 5 


; NOTE 4 if INVENTORY | 


noe tiventory of cornet hardware. software, and eionies is ratorded! at preecied cost. 
_ Inventory.is projected to turn over 10 times. during. the year, which is slightly higher 

than the previous. year’s 8.5 times. Management believes. this turnover will be 
achieved By, tulle more lower margin products through. its retail outlets. - 


oe NOTE 5 "DEFERRED DEVELOPMENT costs 


ie ihe Conan’ original accounting policy roseriingt the Havelopeent of the point of | 
‘sale software was to expense all development costs. Management believes: the cost 
to develop this software over’ two years V was EEO $390, 800; This is: not. 
Ae Ge in these. Piper uate: HI YO 


. The ocean policy has been changed for. these projections to isolate het costs wee 
-.Incurred to develop the. POS. software. For these projections, Management will 
‘capitalize further programmer wages and benefits relating to the. POS software: 
6 Future. mpeg tenS Wg PEE UIe) the Sonal e to run. in a Windows ¢ environment. ae 


‘These Rene costs are fang amonizedt over fi ve years. on ia age line. basis: 
: Amortization. is charged ; at one es of the. annual rate in-the noo the" costs are 
incurred. . ee trae! plage oT Seok 
NOTE 6 CAPITAL ASSETS ; 


: ‘ Capital assets are recorded at projected cost. Amortization has been provided a at the e 


hee following rates: 


_ Furniture and Sula i 20% _ declining balance , 

| Computer hardware ee ie eSuyrs straight INGE By 
Computer software ge 2 yrs_ straight line . 
Training room-assets  - Be 3 yrs’ straight line a5 
Leasehold improvements ie ae 5 yrs Shaeclleln line ~ | 


Amortization is. ; charged at one hale of the Set rate in the aoa of f acquisition of an. 


asset. say teat 
Ore: Tamarack mae Ltd Bx: 


Des COMPUTERS INC. 


Z Notes to the Bioiected Eliialicial Statements te 


~ For the Years Ending January 31, 1996 to 1998 - ., 


ee ‘NOTE 7 BANK INDEBTEDNESS _ 


: The ‘Papen nae Brovideds a eer Security eee on Accounts Soom . 


_... and inventory.as well as. personal. guarantees issued by the Shareholders as security oe ue 
~~ “onthe bank indebtedness. The maximum line of credit is ‘currently $100,000 butthe = =~ 
a, ~- Company i is in the process of renegotiating the amount: ‘It is projected. the Company 
..” will obtain the: necessary line. of. feb to meet the cash Tequirements Soiled in 
ee these pbroisctionsig | ee ne: 7 a 


~~ NOTE a "ACCOUNTS PAYABLE 


ee caeconctee pene are Became to neta arth general and administrative ~ 


; . expenses, purchases of inventory, and purchases of capital assets. It is projected. 


oe any. Payables. that arise. rom pheratons: will oe paid 60 eM from the date of 


ee incurrence.. 


a “oN | NOTE 9. “LONG TERM. DEBT. 


ae At J fangaey 31, 4995, the Corny has a etal raveoe to an aff lated. company Phen ¢ 
--was uséd to: develop the training room. The Company projects to replace: this note - 


: ie with a term loan from a chartered bank... Management anticipates. that the. loan will be 
wx, repaid over. three ee with papeinal eye UE of $3, 750 als month plus. interest at. a 
a 1% (Soe) | : a : 


oe NOTE 10° DEFERRED TAXES. 


os The eA uses ihe deferral method of i income tax allocation. Income taxes are | 
-.” provided at: current rates for all amounts included in the statement of'earnings : 
_ regardless of the period in: which such:amounts are reported for income tax purposes. 


: a Taxes Hot payable: in the current accounting pohenee are recorded as HEE 


oe Tamarack Group Lid. 
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- DGS COMPUTERS INC.. - 


_ Notes to the Projected Financial Statements _ 
‘For the UES Ending January 31, 1996 to 1998 . 


‘NOTE 11. "CAPITAL STOCK | 


“Authorized, united numbers of class: 


‘ : . : A voting participating erates ) 
Bs: voting - -participating shares. 


_, C-non-voting - cumulative, peeeniable! ore sere Nae 


‘ z non-voting - cumulative, redeeiable. hence shares 


Pete 


were Class A shares. : i - s $167 


ae af is project that there. will be no issuances of share capital during the projection | 
Papo : . ha 


NOTE 12. INCOME STATEMENT ASSUMPTIONS 


: : ; (a) 


ae The: ‘Company, attributes the i increase in sales to a full year fof sales 
_ ina retail outlet. . ‘Management anticipates adding'a’second store in 1997 and 
a third in 1998. Computer products includes sales. of hardware, software and. - 


- . custom. ideale cine are ipiiecied to increase with access. no new 


(b) 


(ce) 


: Markets. 


ania revenue macideet Ane ‘software ‘courses BtsuGnt in the training centre: 


-Revenue Mishectate are based: on two. training classes: per: week. 


| coon dears is a monthly fee me the provision of software support for aie 
POS system. This fee is projected to: increase as more: Sag outlets are 
opened and use the POS software. ‘e fe 


é Cost at eoode Sold: The reat MOF ayant sold relate directly to copes | 
és product sales. An average margin of 16% i is. ee to: be. obtained. 


sain’: The Company's sales staff eam a commission of approximately 


; 4% of. gross revenue. 
(djs 


added. as new mS are ppenedil in 1997, and 1998. . 


Salaries and benef ts: Fees Costs iettide the. salaries for all programmeis, = 
administration staff, service staff, and management: Staff are. Cg aan to be’ 


e™ Tamarack Group Ltd. ~ 
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DGS COMPUTERS INC. 


Notes to- the wProjected Financial Statementce 


For the Years Ending ANE 31, 1998 to a 


“NOTE 12. “INCOME STATEMENT ASSUMPTIONS (CONTINUED) | 


oe ie F i avenicing ‘and. Promotion: It is projected that the Company will advertise on va: Bea tee 
~ weekly basis. using newspapers and radio as the primary advertising. media... — 
Grand openings and promotional material are also included in this total. As — 
the number of retail outlets: increases, the advertising ANE is tain fo : 
increase. . = ae 


P (f) Rent | Operating caste: ie amounts are paced: on current lease. Pe ay 
ape ae agreements. This expense will incréase as new retail outlets are. added. All 
Prog raving will continue to be done at the eeln Be eee. 


(g) - in contemplation of the eucetian ened to. in Nate 2. income taxes are. 
_ based on:the current rates provided by the Canadian Income Tax Act for publié 
‘companies. : The fi rst year’s taxes have been reduced ee to loss pay 
sys forwards of sppoainate a 000. : 


ei 
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